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POREWDRD BY1HE MAYOR 



Honourable Mayor Cllr KR Phukuntsi 

As Mayor of Tswelopele Local Munlclpallty, I remaln 
committed to a comprehensive and integrated budget 
and development planning process. Although most of 
uscherish the beautiful area in which we live, we now 
realise thatitishome simultaneously to some ofthe most 
prosperous, wealthy and economically advantaged, 
but also to a majority of people who struggle daily to 
survive the onslaughtof poveity, hunger, unemployment 
and other social ills Local govemment will now be 
judged by its ability to deliver services, promote socio-economic development, deepen 
democracy and govem effectively. We have to take cognisance of the inputs derived 
from the IDP, combined with a commitmentto the delivery of serviceswith the emphasison 
addressing the backlogs in deprived areas. fhe IDP process provides us with an opportunity 
to create a brighter future for all of us by deepening the gains of our participatory 
democracy at local level. 


I would like to thankthe communities of Tswelopele for their unselfish participation in the 
process through their respective wand and ta^payer’s associations. I therefore extend a 
further invitation to all citizens, civil society organisations and institutional role-players to 
participate in this dynamic process of Integrated Development Planning for this 
Municipality. We have the potential to do much, but all depends on the willingnessto work 
togethertowards a common goal. The Tswelopele Municipal area is certainly one of South 
Africa's most precious jewels and it is our task to ensure a bright future for every citizen 
within its boundaries. I hope that we can take developmental local govemmentto where 
ourcommunity experiencesitsfull benefit. 




^ j TSWELOPELE LOCAL'MUNICjf’ALITV^Wiudl report 2005-2006 

My appneciation is aiso conveyed to all my fellow Councillors for their endless support 
especially during the Vuna Awards My gratitude also goes to all employees of this 
Municipality fortheircontinuoushard work. 

Indeed we are a "MUNICIPALJIYIN PROGRESS" 




/ 
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AC KNOVUlHXj BIEmS EY MUNIC IIWL 
MANAGER 


Munic ipal Manager K5 Motsoeneng 


We ane deeply honouted to have worked and sen/ed 
Tswelopele Municipality under the political guidance 
and leadership of our Mayor, Cllr Kenalemang Rosy 
Phukuntsi forthe period underreview. 

To the Senior Management of Tswelopele Local 
Municipality and the staff in general, we are proud 
and acknowledge your selfless dedication to the 
cause of service delivery. As a result of your endless 
efforts, we were able to win the Cleanest Town 
Competition and the prestigious Vuna Awardsforthe 
best performing municipality in the Free State Province. 



I also commend all Executive Managers, and in particularthe Chief OperationsOfficerand 
SeniorManagerCommunity Servicesand theirstaff, forassistance in compiling, editing and 
producing thisAnnual Report. 



Kato Simon Motsoeneng [Municipal Manager] 


TSWELOPELE LOCAl/MUNig^LITV^èjQ# report 2005-2006 

CHAPIERl; IISnRODUCHON ANDOVERVIEW 

1.1 OVERVIEWOFIHEMUNICII^LJIY 

Tswelopele Municipality wasestablished foilowing the Locai Govemment Election in 
December 2000. fhis locai municipality comprises of two towns, nameiy Buitfontein 
and Hoopstad, as well as the Rural Municipality of Vetvaal. The head office of 
Tsweiopeie Locai Municipaiity is iocated in Buitfontein. Tsweiopeie is a Category B 
Municipaiity. 

1.1.1 IHENAMEOFIHEMUNICIPALJIY 

The name Tsweiopeie looseiy means progress. The name Tsweiopeie Local 
Municipality on its own has no particuiar historical significance, except that it came 
as a product of the amalgamation of the foimer Buitfontein Transitionai Local 
Council, the Hoopstad Transitional Local Council and the Rural Municipality of 
Vetvaal 

1.1.2 GEOGRAPHIC PROHLE 

Tswelopele Local Municipality covets an area of 6 523,40 km^ and is located in the 
Lejweleputswa District Municipality [Figure A] in the Free State Province. Tswelopele 
Local Municipality comprises the towns of Bultfontein and Hoopstad [Figure Bj. The 
largesttown in the municipality isBultfontein. 
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Hgute A: 


Išuuelopele Local Municipality within Lejweieputswa Disbict 




.BULTFONTHN 


KIMBERLEY 



Tswelopele Local Municipallty hasa total population of 56 536 inhabitants[Figure C] 
with the largest concentration of people found in Bultfontein and surrounding rural 
areas. A large majority of people are located in the urban areas Bla c k Afric a ns 
constitute the largest majority followed by White, Coloured and Indian people 
[Figure Dj. 51,7% of the population comprises females and 48,3% males. The 
majority of the population is between the ages 15 - 34 [Figure Ej. 

L3 ECONOMIC PRORl£ 

1.3.1 AGRICULIURE 

Ihe negative growth in the agricultural sectorcan be attributed to a number of 
factors including drought, precarious weather and market conditions. Ihere are 
also otherfactorscausing a large percentage of commercialfarmersto experience 
financial problems Most farmers are also mechanising their operations, which is 
causing job lossesand migration to urban areas. Asthe economics of the smaller 
towns are based on business supporting agriculture, the business climate of the 
town isshowing negative trends. 

r 

Ihe economy of Tswelopele Local Municipality is largely dependent on agriculture 
and associated activities, followed by community and social services. 

In the nextfive yearstwo [2] ethanol plantswill be established within the jurisdiction 
of Tswelopele Local Municipality and this will have an impact on the economy, and 
in particularthe creation of jobs. 



Flgure C: 


Popukillon Slze and Areas Dlshlbullon [Census 2001] 
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FACTOR 

NUMBER 

PERCENTAGE 

Populotion Size 

56 536 

100% 

Urban Population 

45 794 

81% 

Rurol Popukition 

10 742 

19% 


Rgure D: Popukilion Slze and Group Distrlbuflon [Census 2001] 


FACTOR 

NUMBER 

PERCENTAGE 

Populotion Stze 

56536 

100% 

Black Afrfcan 

53579 

94,77% 

Cdoured 

758 

1.34% 

Indian 

17 

0.03% 

White 

2182 

3.86% 


Hgure E; Demographlc Structure of the Populatlon of Tswelopele [Census 2001] 


AGE 

% OF THE POPULATION 

1 

o 

11.86 

5-14 

23.86 

15-34 

36.35 

35-64 

23.37 

Over65 

4.56 


1.3^ GENERALINFORMATION 

According to the official year book of Local Govemment 2000/0! [latest] the 
Free State has the smallest population in South Africa, namely 2.6 million. 
Average income; R18 500,00 per person per year. 

Unemployment rate : 30 % [Free State) ^ 

Unemployment rate : 42 % [Tswelopelej 

It is estimated that 42% of the population in the area of the municipallty is 
unemployed, where 58% are employed in government, agriculture and other 
sectors of the economy. 
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1.3.3 lOURISM 


TSWELOPELE LOCAl/AUNIpJ^LI 



ludl repojrt 2005-2006 



V 


Tourism in the anea is not weii marketed. However, the potentiai existsto deveiop 
tourism with negand to specific aneas like eco-tourism, game farming, fishing, 
camping and watersport at the Bloemhof dam. The tourism infrastructune of the 
negion is undendeveloped and will nequine upgrading befone any serious attempts 
towandstourism pnomotion can be made. 

1.4 EXEC UnVE SUMMAFY 


1.4.1 VI90N 


To be an accountable, transpanent, non-racial municipality that pnomotes 
economic development and pnovidessustainable servicesand impnovesthe quality 
of life in the community. 

L4.2 MIS90N 

Tswelopele Local Municipality is committed to effective and transpanent 
govemance by: 

■ Pnomoting economic development; 

■ Pnoviding sustainable services; and 

- Impnoving the qualityof life of all people. 

1.4.3 SIRAIEGIC GOALSANDPraORniES 

■ Ensune that householdshave accessto basic services 

■ Ensune the pnovision of affondable housing to the poor 

■ Ensune thatthe financesof the municipality ane managed sustainably 

■ Transformand build efficientadministration 

- Pnovide excellentservicesto the nesidentsof Tswelopele 

■ Cneate a crime-fnee society 

- Contribute in the fight againstthe HIV/AIDSpandemic. 
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CHAPIER2: PBVORMANCEHIGHUGH1S 


2.1 COUNCIUDRS 

2.1.1 COUNCIUDRIRAINING 

■ On 28 - 30 J une 2006, the office of the Speaker, in conjunction with LGSETA, 
had a jointtraining workshop foraii Counciiiors 

■ The purpose of the workshop was to heip in buiiding the capacity of 
Counciliorsto be able to understand the legislative requirements and also to 
enhance theirskills in respectofthe level of performance of their duties. fhe 
topics which were covered in this regard were relevant local govemment 
issues covered in legislation and guidelines, such as the MFMA, Municipal 
Structures Act 1998, Rules and Orders, Municipal Systems Act 2000 and 
Protocol and Discipline of Public Representatives. Othertopics covered were 
Media Relationsand Public Speaking Skills. Participation wasa successand 12 
ofthe 14 Councillorsattended. 

2.1.2 WARDCDMMmEES 

■ Establishmentnocess 

A comprehensive programme wasdeveloped and agreed upon by all Ward 
Councillors to re-establish and renew the mandates of all 7 Ward 
Committees 

■ V\Jbid Commitlee Capacity Building Programme 

A total of 86 Ward Committee Members benefited from the capacity building 
programme on the working of the Ward Committee System. 

■ Ihe following Section 79 C ommittees vuete esla blished 

• Language ManagementCommittee 

• Finance Committee 

• Local LabourForum 
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• 

AuditCommittee 

• 

Social Welfare 

• 

Safety and Security 

• 

Healthand Environmental Affairs 

• 

Tourism 

• 

Local Economic Development [LEDj 

• 

Housing and Erven 

• 

Sportand Recreation 
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2.1.3 COUNCILRVCimiES 


Strict measures wete put in place to regulate council facilities such as council 
telephones, photocopy machines and intemet services, which resulted in cost 
savingsand the impnoved managementof Council resources 

2.2 MUNICIPALMANAGER 

2.2.1 PERPORMANC E MANAG EMENTSERVIC ES (PMS) 

■ The municipality employed a service provider for the review of the 

/■ 

performance management system. During the year Performance 
Management Agreements were entered into and signed by Section 57 
Managers. 

■ Scorecards were developed forthe 2005/2006 financial year, but were not 
used to determine progress. 

2.2.2 ECONOMIC DE\/E10PMENT 

PROHL£ 


Ihe Economy of Tswelopele area depends mainly on agricultural activities 
[e.g. maize, wheat, ground nuts, sunflower, cattle, sheep, game and other 
agricultunal activities], approximately 70% 

There isa negative growth in the agricultural sector, which can be attributed 
to a numberof factors including drought, precariousweatherconditions, etc. 
There isa high percentage of unskilled labour. The skillsand experience that 
people have, do not allow them to create jobsforthemselves. 
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■ The agricultural sector is losing more jobs due to minimum wages, etc. Atthe 
same time, valuable experience in the faiming sectorislost. 

■ The tourism sectorisvery poor, since the Tswelopele area hasno real natural 
tourist attractions. There issome potential foreco-tourism, game farming and 
events-based tourism. The town is also lacking a supporting structure for 
tourism. 

CHA11£NGES 

- New policies in agricultuie towards an open market economy with no 
subsidieshad a major impact on the farming economy of the town. fhe co- 
operative’s nole diminished as the main marketer of the farmei^s products. 
Many farms also become too small to be an economical unit, with the result 
that more farmsaie owned by fewerfarmers. 

- The weakergold priceforced mineson the nearby Goldfieldsto close. 
Retrenched workersretumed to theirhomesand do not bring home a regular 
income asthey did previously. fhishasincreased unemployment. 

- The tiends in agricultuie have a major impact on the town. Drought and low 
pricesforcommoditieshave a diiect impacton the economy of the town. 

■ Theie is lack of a local training centie wheie people can leam to do 
something forthemselves. 

■ Childien do not leam skills that prepare them to cieate their own jobs at 
school. Career guidance and information centres, as well as specialised 
schools, such astechnical schools, could assist in pieparing youngstersforthe 
working woiid. 

■ The development of a diversified industrial and commercial base isessential. 
This can be achieved through a benefaction process with agricultural 
products All primary products produced in this region are exported to other 
regionswhere they are processed to commercial productsfordistribution; the 
process of value adding to our primary products is one of the most essential 
elementstowardsbroadening ourindustrial base. 



PROPOSED imEFVEmiONS 



■ The possible establishment of ethanol plantsin Bultfontein and Hoopstad, and 
the ensuing economic spin-offs, would have a positive impact on the 
economic gnowth. 

2.3 CORPORAIESEPVICES 


2.3.1 PO UC lES AND PIANS 

fhe following policieswere developed and implemented during the yean 

■ HRPolicy 

■ Accessto Information Policy 

■ Delegation of Powers 

■ Employment Equity Plan 

- Skills Development Plan 

2.3.2 IRAINING AND DEVEIDPMENT 

■ A number of staff members attended numerous training courses in onder to 
improve theirskills 

- The municipality also took part in the leamership programme and 3 leamers 
were placed atTswelopele. 

2.3.3 HUMANRESOUnCESQOBDESCRIPnONS] 

- The intemal process of placement and job description compilation wene 
finalised and submitted to PJ EC forapproval. 

■ Subsequentto the above project, PJ EC approved the job titles 

2.4 HNANCIALSEFVICES 


2.4.1 SIAIEMENTOF'IHE MUNIC IPAUIY'S HNANC lAL VIABIUIY 2005/2006 

During 2005/06 Tswelopele Municipality spent a gneat amount of effort and time to 
bring itsfinancial management policies, systemsand procedunes in line with new 
financial management pnactices, negulations and especially the Municipal Finance 
Management Act. 
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The biggest challenge remainsthe collection of outstanding debt. During the last 
half of the 2005/06 financial year, the municipality started with a prioject of 
registering all indigents, identifying all consumersthat can pay forservicesand then 
starting to take action (legal if necessary) in order to collect as much of the 
outstanding debt aspossible. 

If we take a closer look at the 2005/06 balance sheet, the following occurrences 
can be identified: 

■ Statutory funds (etven trust fundS) increased with an amount of R635 611 fnom 
R7 665 979 to R8 301 590 owing to the selling of Etven 

■ The accumulated surplusdecreased with an amount of R3 524 565 from 
R4 145 330 to R620 765 due to the deficitforthe financial year 

■ The long-teim liabilities increased with an amount of R9 156 623 from 

R5 455 554 to R14 612 177 due to the-long term loan taken up with DBSA to 
speed up the bucketeradication 

■ Fixed assets increased with an amount of RIO 165 417 from R5 606 583 to 
R15 772 000 due to the instalment of the waterbome sewersystem 

■ Debtorsdecreased with an amount of R2 078 235 ftom R9 771 179 to 
R7 692 944 owing to the write-off of long outstanding debtors 

■ Cash and bankdecteased with an amountof R712 623ftom R750 087to 
R37 464 due to mote funds being invested inthe money market account 

■ The councirsshort-term investment incteased with an amount of 
R 1 446 564 ftom R 9 981 317 to Rll 427 881 

■ Creditors incteased with an amount of R1 680 559ftom R7 424 189 to 
R9 104 748 mainly asa tesultof amountsreceived inadvance 

■ The short-term portion of the long-term liabilities incteased with an amount of 
R595 075 ftom R151 025 to R746 100 due to the inctease in long-term liabilities 
owing to the long-term loan taken up with DBSA to speed up bucket 
eradication. 


I 
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TSWELOPELE LOCA 



The Council takes pride in the way it cumently administers the affairs of Tswelopele 
Municipality: 

■ fhe financial position of Council issound 

■ Council hassucceeded in paying all itsaccountspromptly 

■ fhe Auditor-General has issued unqualified roportson the financial statements 
forthe yearsending 30J une 2003, 30J une 2004 and 30J une 2005 

■ Council's property iswell maintained and 

■ Bultfontein, Phahameng, Hoopstad and Tikwana give the clear impnession of 
clean and well-kept towns in which people can prosper [Tswelopele hasjust 
won the Free State division of the CleanestTown Competitionj. 

2.4.2 MmA 

■ The municipality conformed to the stipulations as determined by Section 116 
of the MFMA in respect of Medium Capacity Municipalities. 

■ The Budget was linked with the IDP of the municipality, especially priority 
projects. 

2.4.3 POUCIESANDPIANS 

■fhe following policiesand planswere developed and implemented during the yean 

■ ITPIan 

■ Credit Control 

■ Investment Policy 

■ Indigent Policy 

■ Procurement Policy 

■ Supply Chain Management Policy 

■ Training and Development Policy 
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2.5 COMMUNnVSEFVICES 

2.5.1 IDP 

fhe IDP ofthe municipality was reviewed and aligned to the Provincial Growth and 
Development Strategy (PGDS). fhe neview complied with Chapter 5 of the 
Munic ipal SystemsAct of 2000. 

2.5.2 ENVIRONMEmAL HEALIH SEFVIC ES 

Tswelopele Local Municipality entered the FS Cleanest Town Competition and was 
awarded the Most Improved Municipality trophy with a prizeworth 
FGO 000,00. Tswelopele Local Municipality entered into a partnership with a 
community-based organisation called Mayibuye Foundation dealing with recycling, 
accesscontrol atthe land fillsite [Bultfontein], etc. 

2.5.3 SPOFTAND REC REAHON 

Tswelopele Local Municipality has budgeted an amount of R50 000,00 to support 
activities sanctioned by Sport Councils with regard to sport development. fhe 
municipality has budgeted an amount of FGO 000,00 to purchase playground 
equipment at the park of one of the wards. fhe municipality has submitted 
applications for funding worth R3 000 000,00 to Lotto forthe upgrading of sporting 
facilities. 

2.5.4 SOCIALANDCOMMUNnVDEVElDPMENT 


fhe municipality has budgeted an amount of R130 000,00 for Pauper/ Indigent 
Burials. fhrough this vote the municipality has assisted ±166 needy familiesto give 
decent burialsto their loved ones. fhe Municipality has budgeted an amount of 
R30 000,00 for Poverty Alleviation. Through thisvote the municipality hasassisted the 
neediest families with food parcelsand clothing. fhe municipality has facilitated 
the issuing of food parcels to the needy families of about 200 people through the 
Department of Social Development - Food Security Programme. 
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Tswelopele Local Municlpality developed the Housing SectorPlan through the 
assistance of the Department of Local Govemment and Housing. The 
municipality has registened as Developer with the NHBRC. DLGH allocated 
167 housing subsidiesto the municipality. Planning and surveying of 312 sites 
in Tikwana [Hoopstad] was undertaken by the municipality. With financial 
assistance from DLGH, the municipality managed to develop a Spatial 
Development Framework[SDF]. 

The housing backlog according to the Municipality's Living Waiting 
Ustis: 3118 

[Figure F] below indicatesthe number of applicants on the waiting list per 
subsidy: March2006 


Hguie R 



Phahameng 

Hkwana 

PHP 

1 142 

1212 

Consolidation 

106 

30 

FYojectUnked 

250 

294 

Individual Subsidy 

- 

- 

Relocation 

- 

- 

njial SUbsidy 

31 

- 

InstHutional Subsidy 

- 

- 

HosIbI Development 

- 

- 

Discount BenefitScheme 

53 

- 

Sublbtal 

1582 

1536 


[Figure G] indicatesthe numberof community memberson the Erven Waiting 
Ust: March 2006 


Hguie G: 


Phahameng 

Hkwana 

1390 

1522 
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noposed Projects: 


■ To approach DLGH forgrantsforplanning and sutveying of sites^erven - new 

■ To approach DLGH for assistance in completing the uncompleted houses in 
Tikwana [Rabone - 11, Maneka - 72] 

ACHIB/EMEmS 


■ In 2004 100 subsidies wene allocated to Hoopstad/Tlkwana and this project is 
still ongoing. 

■ Council extended its Housing Officials [1 Bultfontein/Phahameng and 1 
Hoopstad/Tikwanaj. The mentioned Housing Officials completed, forthe first 
time, a Living Waiting Listforpossible beneficiaries. 

■ Council is one of two municipalities that have finalised their Housing Sector 
Pla n, whic h is pa rt of the IDP. 

VUEAKNESSES AND C HAUENG ES 

Weaknesses 

■ Allocation of numberof subsidiesisnotsufficientto addnessthe backlog. 

■ Costs for project management of projects ane expensive if consultants ane 
used. Ihis fonces Council to cuton expenditune on houses[i.e. size of house, 
innovation, etc.j. 

■ Housing Department notfully operational. 

Challenges 

■ Reviewed Housing SectorPlan will inform the Departmenton the allocation of 
housing subsidies 

■ Othertypesof housing mechanismsmust be exploned/implemented. 

■ The housing backlog of 4 500 in Tswelopele must be eradicated as soon as 
possible. 

■ The matterof Rural Housing Subsidy access [i.e. building of State Subsidised 
houseson farmsj must be investigated/pursued. 
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2.5.6 PO UC lES AND PIANS 



The following policiesand planswere developed and implemented: 

■ SDF 

■ PauperFuneral Policy 

■ Advertising Policy 

■ Flousing SectorPlan 

■ Land Use ManagementScheme 

■ Corporate DisasterManagement Plan 


2.6 lECHNICALSERVICES 


2.6.1 VUAIERSEFVICES 

■ Installation of waternetworkforBl^ erven in Tikwana [new extension]. Prioject 
amount wasR262 000,00 [MIG fundingj. 

■ Emergency drought relief project [Lejweleputswa District Municipality Fundingj. 
Project a mount was FL300 000,00. 

VUEAKNESSES AND C HAL1£NG ES 

VUeaknesBes 

- Funding applicationsmade and await allocations 

Challenges 

■ Insta llation of 3 512 water meters in 'nkwa na 

- Installation of on-site waterto 312 erven in Tikwana 

■ Upgrading of bulkwatersupply in Bultfontein 

■ Replacing old valvesin waternetwork 

- Installing/replacing bulkwatermetersin Hoopstad and Bultfontein 
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2.6.2 SANnAHONSEFVICES 


■ Installation of waterbome sewerage system in Tikwana for900 erven. Project 
completed. ProjectamountwasR? 812 427,00 [funded byDBSAand DWAFj. 

■ Installation of waterbome sewersystem to 2 300erven in Phahameng. Project 
completed. Project amount was R20 600 000 (Funds from DBSA, DWAF and 
LDM). 

VUEAKNESSES AND C HAUENG ES 

Weaknesses 

■ Both Hoopstad and Bultfontein Sewerage Treatment facilities need upgrading 
due to the provision of the waterbome sewersystem. 

Challenges 

■ Upgrading of Bultfontein and Hoopstad SewerTneatment Works 

■ Installation of sewernetworkwith toiletsto 1 OGOerven in "nkwana and 
2 410erven in Phahameng 

■ Installation of sewernetworkto 60 industrial erven in Hoopstad 

■ Supplying of VIP toiletsto the famning/rural community. 

2.6.3 ELECmCnY 

ACHIEVEMEmS 

■ Erection of 6high mastlightsin'nkwana. Projectamount was 
Ft250 000,00 [funded bygrantsfrom Provincial Administrationj. 

■ Installation of street lightsat main entrance of "nkwana [project completedj. 
ProjectamountwasRSOO 000,00 [funded by Lejweleputswa District 

Munic ipalityj. 
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Weaknesses 


■ Bultfontein electricity networkneedsungentattention and upgrading. 

Challenges 

■ Upgrading of street lig hts in Bultfontein 

■ Installation of 15 high mast lightsto the remaining part of Phahameng 

■ Hoopstad - Installation of new electrical networkto industrial erven [72] 

■ Installation of 24high mastlightsto the remaining part ofTikwana 

- New extension in Tikwana [132 ervenj needs an electricity network - Council 
will negotiate with ESKOM assoon asthe town negisterisopen 

- Provision of electricity to faiming/rural area. 

2.6.4 S1REE1S AND S10RM VUAIER 


ACHIE\/EMEN1S 

■ Construction of new roadsinTikwana funded byCMIPto the amountof 
R 1.1 million. 

- Paving of roads to cemeteries - Tikwana/Phahameng [±1,6 kmj. Project 
amount was R1400 000,00 [funded by Lejweleputswa District Municipalityj. 
Labourintensive project- done with local SMMEsand labourors 

VUEAKNESSES AND C HALIENG ES 

VUeaknesses 

■ Roadsin Tikwana/Phahameng -bad condition - some placesalmost no roads. 

- Existing tarroadsin Bultfontein/Hoopstad needsto be resealed. 

■ Main busroute through Phahameng needsto be tarried. 

■ Gradersin Hoopstad/Bultfontein are old - needsto be replaced. 

■ Vehicles^Lorries/tractorsare old - needsto be replaced. 
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Challenges 

■ Above projectshave already been identified inthe IDP 

■ Resealing of all existing tarred roadsof 18,02 km in Bultfontein 

■ Building of new tarred roads [14,187 km’s] in Bultfontein 

■ Resealing of existing tarred roads [1,400 kmj in Phahameng 

■ Building of existing tarred roads[15,48 kmj in Hoopstad 

- Building of new paved/tarred roads[4,397 kmj in Hoopstad 

■ Resealing ofexisting tarred roads[5,02 kmj inllkwana 

■ Building of new paved/tarred roads [21,69 kmj in "nkwana 

- Paving of sidewalksin Bultfontein/Phahameng and Hoopstad/Tikwana 

2.6.5 RERJSE REMOVAL 

ACHIEVEMEmS 

- Fencing of refuse dumping site in Bultfontein/Phahameng 

■ Opening of storm water canals around refuse dumping site in 
Bu Itfo nte in/Phahameng 

■ Opening of refuse dumping trenchesin Hoopstad/Tikwana. 

VUEAKNESSES AND C HAUENG E5 

Weaknesses 

■ Equipmenttoo old [tractors, trailers, lorriesand gradersjto maintain sites 

■ Registration/Permitting of refuse dumping site in Bultfontein/Phahameng. 

Challenges 

■ Council will try to purchase new equipment and plant - project was identified 
with Project Consolidate 

■ Application for permit to be finalised with the Department of Environmental 
Affairs 
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2.6.6 mEE BA9C SERVIC ES 


ACHIE\/EMEm5 



■ A total of 6 kl Fnee Basic Waterhasbeen provided forthe community forthe 
pastthree years. 

■ Since September2004 a tota I of 50 kWh Free Basic Electricity was provided to 
the community in total. 

VUEAKNESSES AND C HALIENG E5 


Weaknesses 

■ ESKOM distributes electricity in Tikwana and Phahameng. Since September 
2004 up to date notall householdsreceived the 50 kWh Free Basic Electricity. 

Challenges 

■ To liaise with ESKOM to ensure that all households receive the 50 kWh Free 
Basic Electricity. 


2.&7UPGRADING OFCOUNCIL'5ASSE1S/BUILDING5 

A number of Council buildingsin Phahameng, Bultfontein, Tikwana and Hoopstad 
were upgraded. 
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CHAPIER3: HUMAN RESOURCESAND 
ORGANISAHONAL MANAG EMENT 


3.1 INSmUHONALARRANGEMEmS: POUHCAL 

3.1.1 PROHIE 


Amalgamation 

fhe foimer Municipalities of Bultfontein and Hoopstad, as well as the rural 
Municipality of Vetvaal, were disestablished and then amalgamated to form the 
new Tswelopele Municipality with its headquarters in Bultfontein which serves the 
communitiesof allthe afore-mentioned disestablished municipalities. 

Councillots 


fhe Council of Tswelopele Municipality comprises 14 councillorsof whom two are full 
time, namely the Mayor and the Speaker, in accordance with the Local 
Govemment Municipal Structures Act, 1998 [Act 117 of 1998]. Ofthe 14 Councillors, 
7 ate Wand Councillots and 7 are Pnoportional Councillors. Particulars of councillors 
are asfollows: 


Ihe Mayor is Ms KR Phukuntsi and she is a 
pnoportional Councillor. The Mayorisalso 
the Chairperson of the Executive 
Committee. 

Ihe SpeakerisMrSD Phara [Figute Hj Who 
isalsoa Proportional Councillor. Ihe 
Speakeristhe Chairperson ofthe Council. 



Hguie H: SpeakerCllrSD Phaia 
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The following Councillorsare Wand Councillors^Figure I]: 


CllrDE Uphooko 

Wand 1 

CllrTA Matlakala 

Ward 2 

CllrTETjabane 

Ward 3 

CllrNE Mphirime 

Wand 4 

CllrFTMatsholo 

Wand 5 

CllrMJ Ngexe 

Wand 6 

CllrMM Snyer 

Ward 7 


The following Councillorsare Proportional Councillor5[Figure I]: 

■ CllrKR Phukuntsi [Mayor] 

■ CllrSD Phara [Speakerj 

■ CllrMSBonokwane 

■ CllrPJ Coetzer 

■ CllrMJ Taljaard 

■ CllrC Hom 




CllrKD Motshabi 


Hgure I: Councilk>ts[ V\i^td and HDpoitional ] 



Ftont[LtD R] 

Middle [Lto R] 

2^ fiom Back [Lto R] 
Back[LtD R] 


CllrMSBonokoane, MayorCllrKRPhukuntsi, SpeakerCllrSD Phara 
CllrC Hom,CllrMJ Ngexe, CllrlEljabane, CllrDEUphoko 
CllrPI Coetzer, CllrFTMatsholo, CllrNE Mphirime, CllrlA Matlakala 
CllrMJ laljaaid, CllrMM Shyer, CllrKD Motshabi 
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3.1.2 EXCO 


fhe Exco [Figune J ] consists of the Mayorand 2 Councillors who have been elected 
in termsof Section 60of the Municipal StructunesAct. The main taskofthe Executive 
Committee is to assist the Mayor to take decisions in nelation to all powers 
delegated to herby Council. fhe Executive Committee meetsonce a month and 
takesall decisionson behalf of the Council except mattersthat may, by law, not be 
delegated byCouncil. 

[HguieJ]: EXCO 
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Figure K: Tswelopele Integrated organisational and functional structure 
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DEPARTMENT OF CORPORATE SERVICES 


Figure K 
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DEPARTMENT OF COMMUNITY SERVICES 


Figure K 
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1 SENIOR ENVIRONMENTAL HEALT^ OFICER ( ] 

2 ENVlRONMENfTAL HEALTH OFRCERS [ ] 

[1 BULTFONTEIN C. 1 HOOPSTAD] 
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HOOPSTAD / TIKWANA UNIf 

1 LEDOFFICER [] 











Figure K 
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f ' A- / ■ „ 

Hgute L Išwelopele IntBgtated Adminisliatjve Otganogtam 



Adminisbative Otganogtam 
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Figure M: Integrated Organisational Structure 
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Figure N: Otganogiam: Depaitmentof Coipoiate Seivkes 
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ManagerCorporad 
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SeniorManagerC 
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FigureO: Oiganogtam: Departmentof Hnancial Servkes 


Chief Financial Ofl 
[Executive ManagerFinan( 
[Contractual] 

[icer 

:ial Servicesj 



SeniorManagerFii 

lancial Services 


Bu Itfo nte in Un it Ho o p sta d Un it 
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Figure P: Organogram: Department of Community Services 
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Figure Q: Department of Technical Services 
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ACHIB/EMEmS 


■ Afteramalgamation Council appointed a Municipal Managerwith managers 
neporting dinectly to the Municipal Manager. This cneated certainty and 
impacted positively on the day-to-day businessof council due to the factthat 
specific nesponsibilitiescould be attended to mone efficiently. 

- The onganisational structune impnoved divisionsand line functiona 

The Organisational Structune ofthe Municipality consistsof a staffing complementof 
201 filled postsand 23 vacancies. [Figune R] indicatesthe bneakdown in terms of 
staff perDepartment[2005/ 06] 


Hguie R: BieakdownofslaffperDepartment2(X)5i/06 



VACANCIES 

INCUMBEm' 

g DIREC1DRA1E5 

PBV1 

COJV1R 

1D1AL 

PERM 

comR 

1D1AL 

Municipal Manager 

- 

- 

- 

- 

2 

2 

Corporate Services 

6 

- 

6 

14 

1 

15 

Community Services 

4 

- 

4 

9 

1 

10 

Technical Services 

11 

1 

12 

151 

- 

151 

Financial Services 

1 

- 

1 

22 

1 

23 

Iblal 

22 

1 

23 

196 

3 

201 


The placement of staff was done thnough close match following the completion of 
job descriptions for diffenent positions and incumbenta The Bangaining Council has 
appnoved new postsand new salary scalesane still awaited. 
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3.2.2 VUbtkfbtce nofile 


Hgute S:OccupationalCategories[A=Africans, C=Coloureds, Nndians, W=Whites] 


Occupational 

Categories 



10TAL 

Male 

Female 

White 

Male 

Foieign 

Nationals 

A 

C 

■ 

A 

C 

■ 

w 

W 

Male 

Female 

Legislators, senior 
offic ia Isand 
managers 

4 

0 

0 

0 

0 

0 

2 

3 

0 

0 

9 

Professionals 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Techniciansand 

associate 

professionals 

0 

0 

0 

0 

0 

0 

2 

2 

0 

0 

4 

Clerks 

13 

0 

0 

9 

0 

0 

5 

0 

0 

0 

27 

Service and sales 
workers 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Skilled agricultural 
and fishery workers 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Craftand related 
trades workers 

7 

0 

0 

0 

0 

0 

0 

5 

0 

0 

12 

Plantand machine 

operatorsand 

assemblers 

21 

0 

0 

0 

0 

0 

0 

1 

0 

0 

22 

Elementary 

occupations 

104 

1 

0 

24 

0 

0 

0 

0 

0 

0 

129 

lOIALPERMANEISrT 

149 

1 

0 

33 

0 

0 

9 

11 

0 

0 

203 

Non-permanent 

employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND101AL 

149 

1 

0 

33 

0 

0 

0 

11 

0 

0 

203 
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HgureT: Occupational levels[A=Afrjcans, C=Coloun0ds, Nndiansand W=Whites] 


Occupational 

bevels 



TOTAL 

Male 

Female 

VUhHe 

Male 

Fbieign 

Nationals 


A 

C 

■ 

A 

C 

■ 

w 

w 

Male 

Female 


Top nnanagennent 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

Senior 

management 

3 

0 

0 

0 

0 

0 

2 

3 

0 

0 

8 

Professionally 
qualified and 
experienced 
specialistsand mid- 
management 

0 

0 

0 

0 

0 

0 

2 

2 

0 

0 

4 

Skilled technical 
and academically 
qualified workers, 
junior 

management, 
supervisors, 
foremen, and 
superintendents 

16 

0 

0 

8 

0 

0 

5 

4 

0 

0 

33 

Semi-skilled and 
discretionary 
decision making 

22 

0 

0 

1 

0 

0 

0 

2 

0 

0 

25 

Unskilled and 
defined decision 
making 

107 

1 

0 

24 

0 

0 

0 

0 

0 

0 

132 

TOIALPERMANEISrT 

149 

1 

0 

33 

0 

0 

9 

11 

0 

0 

203 

Non-permanent 

employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND101AL 

149 

1 

0 

33 

0 

0 

9 

11 

0 

0 

203 


VUEAKNESSES AND C HAL1£NG ES 


■ Personnel needsto be tnained 

■ Some critical plansto be developed to improve service delivery 

■ J ob evaluation and remuneration of staff pending 

■ Most By-Lawsare outdated and need to be revoked 
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3.3 imERGOVERNMEmALRELAHONS 

3.3.1 PROHIE 

Hee Stete Hovincial Govemment 

Interaction with this sphene of Govemment is good and takes place on a regular 
basis. Over and above communication required by legislation [e.g. reporting 
obligation, etc.] interaction on all levelsfrequently takesplace with good results. 

Ad hoc funding is also obtained fnom the Provincial Govemment for inter alia 
infrastructure and capacity building programmes. 

Disbict Munic ipalHy 

Interaction with the District Municipality is on an ongoing basis especially with 
regard to infrastructure developmentassome fundsare handled bythe District. 

■fhe Intergovemmental Relations Act has created a number of platforms through 
which the District Municipality and the Local Govemment engage. The Mayor's 
forum has been established wherein Mayors' from the entire district meet and 
discuss issues of common interest. A Speakers' forum hasalso been established at 
district level where all Chairpersonsof a council in the district interact. 

At provincial level, the Premier's Co-ordinating Council [PCCj was established. In 
this forum, the Premier, Members of the Executive Council, Mayors, Heads of 
Department In the Province and Municipal Managers engage on all govemment 
programmes 

The Technical PCC formsthe technical arm of the PCC. fhese forumshave created 
a great deal of certainty especially on issues where Local Govemment and the 
Provincial Govemmentdid notsee eye to eye. 
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3.4 COMMUNnVl^miCIPAHON 

3.4.1 PROHIE 

■Fhene ane seven wands with wand comnnittees which ane functional. Diffenent 
stakeholders participated in govemment activities especially during the budget 
pnocess. fhnoughthe IDP pnocess, a Steering Committee hasbeen established and 
all membersofthe committee ane volunteers. 

ACHIB/EMEmS 


The establishmentof public participation forumshave cneated 
communication channels 


VUEAKNESS 


Financialand budgetary constraints 
Training 

Poorattendance of Wand Meetings 


47 


CHAP1ER4: AUDnED HNANCIALSIAlEMEISnSy 
RELAIED HNANCIALINPORMAHON AND AUDHED 
MUNIC IPAL PERPORMANC E MEASUREMEN1S 


4.1 PORB/UORD 

fhe past year has been a very difficult yearfrom a financial planning point of 
view. I am, however, glad to neport that the Tswelopele Municipality and its 
pensonnel wene able to maintain a high standand of penformance and in the 
end nealised most of the goalsset. Thnough savingson a numbenof expenses, 
Council was once again able to limit tariff incneases We, however, negnet to 
announce that during the past yean the accumulated sunplus on the 
openating accountdecneased fnom R4 145 330 to R620 765. 

During the yean the installation of the long-awaited watenbome sewenage 
system was completed. Council was also able to upgnade the electricity 
network and noads and stneets. fhe development of new infnastrtictune is a 
priority because itisa life policy forfutune economic development. 

We ane very gnateful fon the economic gnowth experienced in oun towns. 
Confidence shown by investors is indicative of the successof Councilto make 
Tswelopele attnactive forinvestments. 

Council is pnepared to face the challenges of the futune. In this negand we 
know we can nely on the support of all the people of Tswelopele. With the 
assistance of my fellow Councillors and oun personnel, we will always strive to 
make Tswelopele a bettenplace to live in fonall ourpeople. 

In conclusion, I would like to expness my appneciation to the Executive 
Committee, the Municipal Manager, Departmental Heads and all other 
personnel fortheirsupport, co-openation and hard workduring the pastyean. 



31August2006 
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4.2 


TSWELOPELE LOCAi/mUNI^^ITV, 



report 2005-2006 


APPROVALOF HNANCIALSIAlEMEmS 



lSU\eOPEL£ MUNIC IPALJ1Y 


APPROVALOF HNANC lALSIAlEMENIS 

forthe yearended 30 J une 2006 


The annual financial statements set out on pages 60 - 88 were approved by 
the Municipal Manageron 31 August2006. 




C Hlff HI^NC lALOmC ER 0 WYOUNG] 


REPORTOF SMrTKRUG ER 


RepoitofSmitKhjgertDthe Membeis of1šwek>pele Municipality 

for the year ended 30 June 2006 

We have compiled the financial statements of the Tswelopele Municipality for the 
year ended 30 June 2006 as set out on pages 60 to 88 in accordance with South 
African Auditing Standards applicable to compilation engagements. 

Management is responsible for these financial statements. We have not audited 
or reviewed these financial statements and accordingly express no opinion 
thereon. 



31 August2006 
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4.4 REPORTOFAUDnORGENERAL 



Repoitof the AuditDr-Geneial to the Išwelopele Munlclpallty 

forthe yearended 30 J une 2006 


REPORTOFIHE AUOnOR-GENB^LIO COUNCILON IHE HNANCIALSIA'IEMEmS 
OF1SIABOPEL£ MUNICH^LJIY POR1HE YEARENDED 30J UNE 2006 

1. AUDTTASSIGNMEm' 


The financial statementsassetouton pages60to 90, forthe yearended 
30 J une 2006, have been audited in terms of Section 188 of the 
Constitution of the Republic of South Africa, 1996, nead with Sections4 
and 20ofthe Public AuditAct, 2004(ActNo. 25 of 2004) and Section 126 
of the Municipal Finance Management Act, 2003 (Act No. 56 of 2003) 
(MFMA). These financial statements ane the nesponsibility of the 
accounting officer. My nesponsibility is to expness an opinion on these 
financial statements, based on the audit. 

2. SCOPE 

The audit was conducted in accondance with the Intemational 
Standandson Auditing nead with Genera! Notice 1512 of 2006, issued in 
Govemment Gazette no. 29326 of 27 October 2006. Those standands 
nequine that I plan and perform the audit to obtain neasonable 
assurance that the financial statements ane fnee fnom material 
misstatement. 

An audit include: 

■ examining, on a test basis, evidence supporting the amounts and 
d isc losunes in the financial statements 

■ assessing the accounting principles used and significant estimates 
made by management 

■ evaluating the overall financial statement pnesentation. 

I believe thatthe audit pnovidesa reasonable basisformy opinion. 
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3. 


BA9SOFACCOUmiNG 


The municipality’s policy is to pnepare the financial statements on the 
entity specific basisof accounting asdescribed inaccounting policyno. 
1 in the financial statements. 

4. QUAURCAHON 
Accumulated suiplus 

As policies and procedutes were not adhered to, the accumulated 
surplus is overstated with R383 622. fhe understatement relatesto the 
following: 

■ Inadequate provision was made for waterfeesthat were notpaid 
during the 2005/06 financial year, resulting in an overstatement of 
R188 497. 

■ No provision wasmade forbonusesamounting to R344 486, resulting 
in an overstatement. 

■ Various shortcomings identified in the calculation of the leave 
provision, resulting in an understatement of R149 361. 

This resulted in an understatement of creditors, provisions and debtors 
with R213 923, R195 125 and R25 426 respectively at 30 J une 2006. 

5. QUAUHEDAUDrrOPINION 

In my opinion, except for the effect on the financial statements of the 
mattersreferred to in the preceding paragraph, the financial statements 
present fairiy, in all material respects, the financial position of the entity 
at30June 2006 and the resultsof its operations and cash flows forthe 
year then ended, in accordance with the basis of accounting 
determined by the National Treasury of South Africa, as described in 
accounting policy no. 1 to the financial statements, and in the manner 
required bythe MFMA. 



6. EMPHA9S OF MAT1ER 

Without further qualifying the audit opinion, attention is drawn to the 
following matters: 

6.1 Hnancial Managementand VUèaknessesin IntBtnal Conbol 


Assets 

Section 63(1) of MFMA detemnines that an accounting officer of a 
municipality is responsible for the management of the assets of the 
municipality, including the safeguarding and the maintenance thereof. 
Contrary to thissection: 

■ Pnoof could not be obtained that a physical asset count was 
performed at year-end. Subsequently surpluses and deficiencies in 
thisregard could not be verified 

■ Room inventory listswere not updated forthe financial yearunder 
review 

■ Information required forthe physical identification of fixed assetsfor 
Hoopstad and Bultfontein were not included on the asset register 

■ Council appreval for assets written off during the financial year 
under review amounting to R116 693 could not be submitted for 
audit purposes. 

This isan indication that, where good financial management discipline, 
such asconducting regular asset counts, is not in place, management 
run a riskof not being able to pnoperiy accountfor important assets in its 
business. 

Haud Hevention and Rlsk Management 

To enable good financial management, management of the 
municipality is required to properiy analyse financial risk at account 
balance level and implement appropriate controls to minimise these 
risksThe municipality did notconducta formal riskassessmentduring the 
year under review and subsequently a fraud prevention plan was not 


implemented in onderto combat, detectand preventfraud, corruption, 
favouritism, unfairand irregularpracticeswithin the municipality. 

Supply Chain Management(SCM) 

■ In terms of paragraph 16 of the municipal SCM regulations, as 
published in the Govemment Gazette no. 27636 dated 30 May 
2005, and paragraph 12 of the municipality's SCM policy, at least 
three written orverbal quotationsshould be obtained forpurchases 
of R1 000 and more. Contrary to this, expenditure amounting to 
R548 501 was incurred where less than the required number of 
q uota tio ns wa s 0 bta ined . 

■ Contrary to paragraph 13 of the municipal SCM regulations 
evidence could not be submitted for payments amounting to 
R797 890 that: 

0 authorisations were obtained for tax clearance certificates by 
the municipality and 

0 natural persons, stakeholders, shareholders or managers of the 
suppliers are not employees of the state or have not been 
employeesof the state in the pasttwelve months 

■ A tender/contract register or record containing the details of the 
tender processes followed could not be obtained, it wasthusnot 
possible to: 

0 evaluate the tenderprocessesfollowed 
o verify the completenessof tenderprocessesfollowed and 
0 evaluate the progressof contractsawarded. 

■ A retention register for projects undertaken by the municipality 
could not be submitted for audit purposes and it was thus not 
possible to establish the total amount of retention money recorded 
in the municipality'sfinancial records. 

The above shortcomings all relate to management's inability to 
timeously create the right environment for good intemal control and 
financial management. 
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ComputBrlnfbrmation Systems 

Adequate general contnols surroundlng the Information systems of the 
municipality to ensure the effective and continuous operation of the 
data-processing function wene not in place. This, amongst othens, 
includes inadequate job descriptions and duty sheets, the lack of a 
functioning IT steering committee, inadequate segnegation of duties, 
antivirus definitions not being updated on a negularbasisand no formal 
procedure reganding the installation of software on computers. 

Possible Conflictof Intetest 

Without negatively reflecting on the professionalism of the firm involved, 
a possible lackof independence and segregation of dutieswasnoted in 
respectofthe functions performed in respect of financial management 
at the municipality. A contracted audit firm was responsible for the 
followlng functlonsrelatlng to the 2005/06 fina nc la I year: 

■ Performance of MSTwork 

■ Preparatlon of the flnanclal statements 

- Intemal auditfunction and 

■ A partnerfnom the same auditfirm wasappointed asChairperson of 
the Audit Committee ofthe municipality. 

6.2 Mattets in Rjblic Inteiest 

Disbibution Losses 

- The distribution losses for water at Hoopstad and electricity at 
Bultfontein are considered to be exceptionally high at 10,45% and 
11,8% respectively. Based on the statlstlcal Informatlon provided in 
Appendix F to the financial statements, the cost of distribution losses 
for water at Hoopstad and electriclty at Bultfonteln amounted to 
R20 116 a nd R301 914 respectively. 

- A difference of 619 643 kl water consumed was identified between 
the invoices obtained from the Department of Water Affairs and 
Forestry (1 461 600 kl) and the physical meter readings recorded in 


the municipality's pump register (842 157 kl). fhis difference could 
not be explained by the municipality and is currently under 
investigation. Should the units consumed according to the 
Department of Water Affairs and Forestry be used, the calculated 
percentage loss in distribution as disclosed in Appendix F to the 
financial statementswould increase from 9%to 47,21% 

■ Accountswere not received from the Depaitment of Water Affairs 
and Forestry with regard to Hoopstad's water consumption forthe 
financial year under review. Units consumed were estimated bythe 
municipality as962 724 kl forthe period IJ uly 2005 to 30J une 2006. 
Consequently the correctnessof calculationsand the margin (mark- 
up) in percentage terms between bulk purchases and gross 
revenue could not be verified asactual units purchased were not 
available. 

This shortcoming is directly attributable to management's inability to 
implement and maintain a basic control system that affects a major 
portion ofthe municipality'sservice delivery system. 

Inegular, RuiUessand VU^sbeful Expendituie 

The following possible irregular, fruitless and wasteful expenditure is 
disclosed in Note 26 to the financial statements: 

■ Supporting documentation to indicate compliance with tender 
regulations for expenditure amounting to R782 236 that was not 
submitted foraudit purposes 

■ A paymentof R20 000 wasmade to a legal firm forthe settlement of 
a labourdispute. 

This irregular expenditure resulted from policies and procedures that 
were notfollowed. 
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Non-compliance with Lawsand Regulalions 



6.3 


The matters listed below, result friom a lack of appriopriately 
documented and approved policy and procedure frameworks to 
ensuie compliance with all relevant lawsand regulations. 


MFMA 


The annual report for 2004/05 financial yearwas not tabled timeously in 
council asrequired in termsof Section 127(2) of the MFMA. The oversight 
report containing Councirscommentson the Annual Report as required 
in termsof Section 129ofthe MFMA isthusnotyetavailable. 

Munkipal Systems 

■ Contrary to Section 57(1) of the Local Govemment Municipal 
Systems Act, 2000 (Act No. 32 of 2000) evidence that performance 
agreements for both the Municipal Manager and the senior 
managers directly reporting to him were in place for the 2005-06 
fina nc ia I yea r, could not be submitted. 

■ Contrary to Section 74 of the Municipal SystemsAct, (Act No. 32 of 
2000) the municipality did not adopt and implement a tariff policy 
on the levying of fees for municipal services provided by the 
municipality itself or by way of service delivery agreements which 
complies with the provisions of this Act, the MFMA and any other 
applicable legislation. 

Unemployment Insuiance ContributionsAct 

Contrary to Section 4(l)(a) of the Unemployment Insurance 
Contributions Act, 2002 (Act No. 4 of 2002), UIF was not contributed for 
variousemployees working more than 24 hoursa month. 
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EnvirDnmenlal Consen/alion Act 


Evidence that a permit was issued to operate the iand fiii site in 
Buitfontein as required in terms of Section 20(1) of the Environmentai 
Conservation Act, 1989 (Act No. 73 of 1989) couid not be submitted. 

Basis C onditions of Seivic es 

Ihe municipaiity’scurrent human resource poiicystipuiatesthatstand-by 
aiiowancesshouid be caicuiated asan hour^swage forevery weekday 
and Satunday that is not a pubiic holiday during which the employees 
were available on stand-by duty. Ihis is contrary to Govemment 
Gazette dated IJuly 1994and regulations set by the Industrial Council, 
which requiresthat stand-by allowancesforstand-by duty performed on 
a weekdayand Saturday that is not a public holidayto be calculated 
atan hourand a halfsrate. 

Value Added Tax Act (VAl) 

Contrary to Sections 20(4) and 21(3) ofthe Value Added TaxAct, 1991 
all VAT invoices for FGOOO and higher should indicate both the VAT 
numbers of the supplier and the receiver of goods and services. 
Although the municipality claimed input VAT, the VAT number of the 
municipality did not appear on the supplier invoices amounting to 
R391 190. 
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7. LAIE HNAUSAHON OFIHE AUDTTREPORr 

In terms of Section 126(3)(b) of the MFMA, I am nequired to submit my 
neportto the accounting officerwithin thnee monthsofthe neceiptofthe 
financiai statementa In the interest of impnoving accountabiiity and due 
to the pnocess impiemented by me to ensune consistency in the manner 
in which materiai audit findings ane neported, i have deiayed the 
finaiisation of my neportsto no iaterthan 22 December2006 whene the 
financiai statementsin question wene neceived by 31 August2006. 

8. APPRECIAHON 

The assistance nendened by the staff of municipaiity during the audit is 
sinceneiy appneciated. 





Bloemibntein 
11 Deceniber2006 



AUDITOR-GENERAL 
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During the year fixed assets amounting to R 20,272,691 were acx|uired. This is 22% less than the 
previous year and oonsist of the following: 



Actual 

Budget 

Actual 


2005 

2006 

2006 


R 

R 

R 

Community Servlces 

2,272,104 

15,000,000 

346,172 

Public Buildings & Equipmerrt 

568,939 

288,300 

613,625 

Administration 

178,200 

- 

- 

Sanrtation 

- 

- 

- 

Roads and Streets 

234,768 

500,000 

- 

Electridty Network, Equipment & Vehicles 

482,253 

2,240,700 

2,820,241 

High Mast Lighting 

191,800 

1,800,000 

- 

Water 

325,881 

716,988 

368,446 

Sewerage Network 

19,113,999 

11,944,694 

14,202.038 

Upgrading and Rehabiiitation of Roads 

2,581,276 

1,704,623 

1,922.169 


25,949,220 

34,195,205 

20,272,691 

The fbllowing resources were utlised to finance the fbced assets: 


Actual 

Budget 

Actiial 


2005 

2006 

2006 


R 

R 

R 

Contributkms from Operating Income 

1,002,921 

868,300 

384,856 

Assets not previously capltalised 

Contributions ffom Govemment, Provinoe and 

2,447 


- 

District Munidpality 

19,769,906 

23,377,000 

8,750,845 

Other Sources (Loans and Funds) 

5,173,944 

9,949,905 

11,136,990 


25,949,220 

34,195,205 

20,272,691 

Details of capital expenditurB and finandng are shown in Appencfices B and C. 




3 EXTERNAL LOANS, INVESTMENTS AND CASH 

The current and oomparative figures for extemal loans, investrrvents and cash are 
asfbllows: 


200S 2005 

R R 

ExtBmal Loans (15,356,277) (5,606,579) 

Ext 0 mallnve 6 tments 11,640,335 10,193,771 

Cash on hand and in Bank 37,464 750,067 

Bank OveTdraft - (747,247) 


R 1 ,520,000 of Courkcl's fnvestment serves as security for the overdraft fodlities. 
More information regarding extemal loans, investments and cash 
are disclosed in notes 3, 6, and Appendbc B to Ihe ftnandal statements 
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Tswelopele Municipalify 


Report of the Chief Financial Offlcer (continued) 

fortheyBarendBdSOJuneTOOŌ 


4 FUNDS.RESERVESANDPROVISIONS 

The ciiTOm and comparathra flguTBS for the Capftal Developinem Fund and olher 
funds are as Ibllorws: 


2005 

R 


2006 


R 


2,480,062 2,225,745 

4,633,911 4,420,748 

3,667,679 3,245,231 


Provislons 

Capital Development Fund 
Erven Trust Fund 


More Infonnation regandlng funds and provlalons are dacloaed fn notea 1,2 and 
Appendbi A to the financial atatements 

5 DISTRBUfTION OF REVENUE 

The eqiitable share was utllsed os indicated in the llnanciaJ statements, The Condtional FmanciaJ 
Manaomnent Grant of R 250,000 was not expmded in this financiaf year. 

6 P05TBALANCESHEETEVENTS 

NoeventBhavetakenptacebetweenthedateofthefinancial statementBand tlie dateofthia report 
wrhich could have had an e f f ect on the financiaJ statements as disdosed. 


7 APPRECIAT10N 

I woiJd Ike tothank the Mayor, Speaker, Members of the Executtve Commfttee, Coundllors, 
the Minldpal Manager, DepartmentaJ Heeds and al offidals for the suppoil glven to me 
andthestaffofmy ownofficeand in particulartoou'external consiitantsforthefrasajstance 
and Bi^rport during the year. 



Date: 31 August 2006 
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4 . 6.1 ACCOUmiNG POUCIES 
Accounting Policies 

forthe yearended 30 J une 2006 


1. Basisof nesentation 

1.1 The financial statements have been prepared to conform to standards 
laid down bythe Institute of Municipal Tteasuters and Accountants in its 
Code of Practice for Local Govemment Accounting [1997] and the 
Published Annual Financial Statements for Local Authorities [second 
edition 1996, asamendedj. 

1.2 The financial statements are prepared on the historical cost basis 
adjusted forfixed assets, as more fully described in Accounting Policy 
Note 3. The accounting policiesare consistent with those applied in the 
previousyears, except if otherwise indicated. 

1.3 The financial statementsare prepared on the accrual basis: 

■ Income isaccrued when collectable and measurable. 

■ Certain direct income is accrued when received, i.e traffic fines 
and certain licences. 

■ Expenditure isaccrued in the yearin which it isincurred. 

2. Consolidation 

The financial statements include the Rates and General Services, 
Trading Servicesand differentfundsand provisions. 

All inter-departmental chargesate setoff againsteach other. 
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3. Hxed Assets 

3.1 Fixed assetsane stated: 

■ At historical costor 

■ Atvaluation [based on the market price atthe date of acquisition], 
where assetshave been acquired by ceitain grantsordonations. 

Fixed assetswith a value of lessthan RlOOOare notcapitalised. 

3.2 Depreciation 

The balance shown underthe heading "Loans Redeemed and Other 
Capital Receipts" in the notesto the balance sheet istantamount to a 
provision for depreciation; however certain structural differences do 
exist. By way of this "Provision" assets are written down immediately or 
overthe period of the long term loan being the source of finance of the 
particularasset orgroup ofassets 

Apart from advancesfrom the variousCouncil funds, assetsmay also be 
acquired through: 

■ Appropriation from income, where the full costofthe assetformsan 
immediate and directcharge against operating income. Provision 
foradditional depreciation isdeemed unnecessary. 

■ Grantsand donations where the amount representing the value of 
such grant or donation is immediately credited to the "Loans 
Redeemed and OtherCapital Receipts" account. 

3.3 The net proceedsfrom the sale of immovable property are credited to 
the Erven Trust Fund. The net proceedsfrom the sale of otherassetsare 
credited to income. 

3.4 Fixed assets are financed from different sources, i.e. intemal loans, 
operating income, endowments and intemal advances. fhese loans 
and advancesare redeemed overa period equaltothe expected lives 
ofthe assets. Interest is charged to the service concemed atthe ruling 


/ 


TSWELOPELE LOCAi/aUNI " 





ludl repojrt 2005-2006 



V, 


intenest nate applicable at the time of the appnoval of loans or 
advances. 


4 . InvenlDiy 

Inventory is valued at the lower cost, determined on the weighted 
average basis and net nealisable value after due pnovision for 
obsolescence hasbeen made. 

5. Rindsand Reseives 

5.1 Capital Development Fund 

No contributions wene made to thisfund. Intenest was cnedited to the 
fund. 

5.2 Erven Trust Fund 

The net pnoceeds fnom the sale of immovable pnopertyane cnedited to 
this Fund. fhis Fund is utilised for financing pnojects of a lasting non- 
pnoductive natune as pnescribed in Section 85 [1] [b] of the Local 
Govemment Ondinance, 1962 [Ondinance 8 of 1962]. 

6. Rovisions 

Pnovision was made for liabilities or contingencies which ane known at 
the date of the balance sheet but for which the amounts involved 
cannot be determined with substantial accuracy. The pnovision forbad 
debts nefersto cument assets and isthenefone disclosed asa deduction 
fnom debtors. 


7. Retiitenrient Benefits 

7.1 The retirement benefit plan is subject to the Pension Fund Act of 1956, 
with pensions being calculated eitheron the fixed contribution orthe 
fixed benefit method. Cument contributions by the Municipality ane 
changed against operating income on the basis of current service cost. 
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Unfavourable experience adjustments and the costof insurance ofthe 
increased benefits are written off over the smallest of the remaining 
service period oroverfive years Favourable experience adjustments 
are retained in the retirement plan. 

7.2 Tswelopele Municipality and its employees contribute to the Free State 
Municipal Pension Fund, the Free State Municipal Provident Fund, 
SAMWU Provident Fund and SALA Pension Fund, whilst the Councillons 
contribute to the Pension Fund for Municipal Councillors. All five the 
funds provide retirement benefits to employees and/or Councillors 
concemed. 

8. SUiplusand Defkits 

Any surplusordeficit originating from the electricity orwaterservices are 
transferred to Ratesand General Services. 

9. Tieatmentof Administiative and otherOveriiead Cosls 

■fhe cost of intemal auxiliary services are debited against the different 
services and are in accordance with IMTA's Report on Accounting for 
Support Services[1990]. 

10. Leased Assets 

Fixed assetsheld underfinance leasesare only capitalized atthe end of 
the term of the lease. Leasesare treated asoperating leasesand the 
relevant rentalsare changed to the operating account. 

11. Invesbnenls 

Investments are made in accordance with the requirements of Section 
84 of the Local Govemment Ordinance, 1962 [Ordinance 8 of 1962] and 
policy prescribed by the Municipal Finance Management Act [Act 56 of 
2003]. Investments are shown at the lower of cost or market value if a 
permanent decline in the value occurred, and are invested according 
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to the provisions contained in the Circuiar issued by Provinciai 
Legisiatune. 


12. Income Recognition 

12.1 BectricHy and VU^terChatges 

Aii metersane nead and biiied monthiy. Whene meterscannot be nead 
during a particuiar month, a provisionai biii is issued with the necessary 
adjustmentsmade in the month when the metersane indeed nead. 


13. AssessmentRates 


The Councii appiies a diffenentiated rates system. Acconding to this 
system, assessment nates ane charged on the vaiue of the iand 
[Buitfontein and Hoopstad] and improvements [Hoopstadj. Certain 
nebatesane granted acconding to the use to which a particuianproperty 
isput. Furthenneiief isgranted to the aged and the needy. 
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4.7 BALANCESHEET 

Tswelopele Municipality 


Balance Sheet 

as at 30 June 2006 


Capital Employed 


Note 


2006 

R 


2005 

R 


Funds and Reserves 

Statutory Funds 


8 301 590 
8 301 590 


7 665 979 
7 665 979 


Accumulated Surplus 


620 765 4 145 330 

8 922 355 11 811 309 


Long Term Liabilities 
Consumer Deposits 


2 14 612 177 5 455 554 

3 275 425 224 478 


Total Capital Employed 


23 809 957 17 491 341 


Employment of Capital 

Fixed Assets 

Investments 

Long Term Debtors 


4 15 772 000 5 606 583 

5 212 454 212 454 

6 - 26 048 

15 984 454 5 845 085 


Net Current Assets 

Current Assets 

Inventory 

Debtors 

Cash and Bank 

Short Term Portion of Long Term Debtors 
ShortTerm Investments 

Current Liabilities 

Provisions 

Creditors 

ShortTerm Portion of Long Term Liabilities 


7 

8 

11 

6 

5 


9 

10 
2 


7 825 503 



11 646 256 



Total Employment of Capital 


23 809 957 17 491 341 
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769 142 Beginning of the Year 4 145 330 

Accumulated Surplus: 

4 145 330 End of the Year 620 765 


CASH HDWSIAlEMEm' 



Tswelopele Municipality 


Cash Flow Statement 

for the year ended 30 June 2006 


Cash retained from Operating Activities 

Cash generated by Operations 
Investment Income 

lncrease/(Decrease) in Working Capital 

Less: External Interest paid 

Cash available from/(utilised in) Operations 

Cash Contributions from Government and Public Bodies 
Fixed Assets sold 

Cash utilised in Investing Activities 

Investment in Fixed Assets 

Net Cash Flow 


Cash effects of Financing Activities 

lncrease/(Decrease) in Long Term Loans 
(lncrease)/Decrease in Cash Investments 
(lncrease)/Decrease in Cash and Bank 

Net Cash Utilised 


Note 

2006 

2005 


R 

R 


11 254 934 

28 102 191 

17 

15 

18 

(38 605 188) 

747 149 

21 454 355 

(19 098 902) 
645 410 

4 235 183 


(16 403 684) 

(1 539 439) 

(17 943 123) 

(14 218 309) 
(352 667) 
(14 570 976) 


28 763 057 

435 000 

42 448 765 
224 402 


(20 272 691) 

(9 017 757) 

(25 949 220) 

2 152 971 


19 

9 751 698 

4 977 793 

20 

(1 446 564) 

(4 576 258) 

21 

712 623 

(2 554 506) 


9 017 757 

(2 152 971) 
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4.10 N01ES1D IHE HNANCIALSIAlEMEISnS 


Tswelopele Municipality 
Notes to ttie Financial Statements 

/br tfje yeer encted 30 Jwne 2006 


2006 2006 

R R 


t Statutory Funds 

Capital □evelapment Fund 
Erven Tmst Fund 

1,1 SeeAppendijc A 


4,633,911 4,420,748 

3,667,679 3,245,231 

8,301,590 7,665,979 


2 LongTermUabjlities 

Development Bank of South Aflrica 15,358,277 5,566,749 

ABSA 39,830 

15,358,277 5,606,579 

Less; Currant Portion tran&fernad to Current Uabilitje8 - note 2. 1 (746, 100} (151 ,025) 

14,612,177 5,455,554 


2,1 SeeAppendjxB 

The loans bear Interest at nates that varies between 9% and 18.7% 
per annum, the loans are unsecured and expire between 2006 and 2024. 


54,944 34,519 

220,481 189,959 

275,425 224,478 


3 Consumer Deposits 

Water 

Bectrlcity 


3.1 No guar3ntee& ana kspt in lieu of elactridty depo&its. 


106,921,706 81,760,897 

20,272,691 25,949,220 

(492,507) (788,411) 

126,701,890 106,921,706 

(110,929,890) (101,315,123) 

15,772,000 5,606,583 


4.1 See Appendix C and Section 2 of the Chief Finanda) Officer's Report 
5 Investments 


4 Fiied Assets 

Fixed Assets atthe Beginnlng of the Year 
Capital Expenditure 

Less: Assets written-aff, translerred or disposed off 

Total Fixsd Assets 

Less; Loans Redaamed and Other Capital RaceiptB 
Net Flxed Assets 


Senwes Funds - note 5.1 to 5.5 212,454 212,454 

Short Term Investments (ABSA Money Market Fund) - note 5.5 11,427,881 9,981,317 

11,640,335 10,193,771 

Less: Transfer of Short Temn Inveetments (11,427,881) (9,961,317) 

212,454 212,454 


5.1 Unlisted Investments 212,454 212,454 

5.2 Manaoement's Valuation of Unlisted Investments 285,981 200,184 

5.3 Average Gross Rate on Investmerrts 6.42% 6.33% 

5.4 Ordinance 8 of 1962 and the Munidpal Finance Management Act (56 of 2003) 
require that funds, trust fiinda and other be invested in pnescribed instruments. 

5.5 No investmente have been writtan off during the year. A short term 
inveetmant of R 1,520,000 has been pledged as &acurity for tha overdnaft 
facilities of the Council. 


Investment in Senwes and Senwesbel Sharss 

Issued Share Capital - Senwes Umited 160,789,306 201 ,347,832 

Issued Share Capital - Senwesbel Limrted 83,576,501 88,674,482 

Percentage owned by Council - Senwes UmitBd 0.01% 0.02% 

Percentage owrred by Council - Senwesbel Umited 0.01% 0.09% 

Indebtness of Senwes Umited 

Dividends received - Senwes Umited 12,593 23,457 

Divictends reoeived - Senwesbel Umited 64,751 37,504 

Management Fees received 
Administration Feee received 
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Tswelopele Municipality 
Notes to the Financial Statemeiits 

Aar tha year ended 30 Juna 2006 


2006 2006 

R R 


5 Long Term Debtors 

Vehicle Loans - 64,32t 

Hoiislng Loans - Publlc 33,273 

97,594 

Lfiss; Short Term Portion of Long Term Dobtors - note 6.' - (7t,546) 

- 26.048 


6.1 Transferred to Current Assets. 

7 Inventory 

Inventory consiste of consumablee, materials and game - note 7. 

7.1 Adequate provision has been made for obsolete stock. 

6 DeMors 

Consumer Debtors 
Sundry Debtors 

Less; Provision fbr Bad Debts (Excluding VAT) 

Less; Provision fbr VAT orr Bad Debts 


998,124 


21,463,799 

1,033,887 


23,097,686 

(13,658,150) 

(1,746,592) 


7,692,944 


873,086 


41,823,157 

3,596,317 


45,421,474 

(31,330,208) 

(4,320,087) 


9.7ri,179 


8.1 Bad Debts : R 23,188,058 (2005; R 7,149,743). This represents 
60% (2005: 17%) oftotal operating income fbr the year. 

8.2 Days outstanding ‘m debtors are in excess of 120 days (2005 : 120 + days). 


9 


9.1 

9.2 


Provisions 

Audit Fèes 

Leave Reserve 

Bad Debts - Current Year 

Less; Provision transferred to Debtors • note 9.2 

Note; See note 8 
SeeAppendlx A 


580,000 

1,900,002 

13,656,150 


16,138,212 

(13,658,150) 


2,480,062 


517,392 

1,708,353 

31,330,208 


33,555,963 

(31,330,208) 


2,225,745 


10 Creditora 

Trade and Sundry Crsditors 
Deposits 

Amounts Received in Advance 


1,549,211 

682,089 

6,873,448 


9,104,748 


904,063 

793,928 

5,726,198 


7,424,189 


1 1 Bank, Cssh and Overdraft Balances 

The Munidpedity haa the fbllowing bank accounts: 

11.1 Current Account (Primairy Bank Account) 

ABSA Bank Umited - BultTontein Branch 
Account Number 810142227 


Cash Book Balance - Beginning of the Year - Dt (Cr) 

Cash Book Balancs - End of the Year - Dt 

Bank Statement Balance - Beginning of the Year - Cr (Dt) 
Bank Statement Balance - End of the Year - Cr - note 11.1.1 


747,247 


34,624 


2,174,898 


2,059,307 


(1,807,259) 


747,247 


(340,506) 


2,174,898 


11.2 


Honey Marfcet Fund 


ABSA Bank Umited - Bultfontein Branch 
Account Number 91 08352550 


Cash Book Baianoe - End of the Year 
Bank Statement Balance - End of the Year 

11.1.1 Thfi overdraft is secunad by a limitfid cassion of 
R 1 ,520 000 of the ABSA investment 


11^427.881 


11,427,881 


9,981,317 


9,981,317 
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Notes io the Financial Statements 

for the year ended 30 June 2006 


2006 2005 

R R 


12 Ass«ssin»nt Ratm 


Valuation Actual Income 

30.06.20Q6 2006 

R R 


Government 
Residential and Other 


36,192,100 

58,156,980 

94,349,080 


589,901 

2,538,251 

3,128,152 


12.1 Valuation of land and improvements is performed every five years. The last 
genenal valuation came Into effecr on 1 July 1996. Tne MEC fbr Local 
Government and Housing has howevergranted eKtension of time for the new 
valuations to be executBd. 

12.2 The assessment rates are levied on the fdllowing basis: 

Land : BuWorTtein 36.0c/R (2005: 32.7cffR); Hoopstad 7.93c/R (2005:7.21 c/R) 
Improvements: Bultfbrrtein nil/R (2005; nil/R); Hoopstad 0.99c/R (2a05:0.90c/R) 
Rebates are given to the Central and Provincial Govemment 

13 Councallors' Remuneration 
Mayor's Allowance 
Speaker's Allowance 
Courrcillors' Allowances 
Executive Committee Members' Aliowances 
Pension Fund Contributions 


13.1 Bencfits In-kind 

The Executive Mayor and Speaker are fulUtime councillors. They are entitied to 
offices and secretarial support by the Council. 

13.2 The salaties and allowances of the ooundllars are within the limits as 
prescrlbed by the Remuneration of Publlc Offlce Bearers Act, 1998 
(No. 20 of 1998). 

14 Auditor's Fees 

Current Year 

(Over) Provieian Previous Year 


15 FinanceTrairaactions 

Total Extemal Interest received or paid: 

Intefest received 
Interest paid 

Capital Expenses debited against Operating Account 
Interest : 

- Extemal 
Redemption; 

- External 


349,266 

243,789 

881,020 

207,624 

154.740 

1,836,459 


580,000 

100.409 

680.409 


747,149 
(1,539,439) 

(792,290) 

1,539,439 

I 1,539,439 I 

204,358 

I 204,358 I 


220,124 

158,499 

504,810 

100,402 

79,351 

1,063,186 


617,392 

(78,406) 

438,986 


645,410 

(352,667) 

292,743 


352,667 

I 352,667 I 

66,151 

I 66,151 I 
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AMiraiMlaitQit AoGount 


t7 


t8 


t9 


20 


2t 


Aconrialri Si^pluK 8asM« cT Itie Ymt 

4 , 146.330 

788 . 1 « 

Opareaig (DaMQISuqilua fortie Yeer 

{ 3 , 223 . 880 ) 

3 . 34 a 478 

ApprafHTriara fcrlha Yav: 

{SOCLSMft 

3 S .712 

Ad^utmawto IVewora Yeare | 

1 onnsfl^n 1 

1 35 . 7 ia~l 

AcaamJaAad Suqilus : End of Ihe Yev 


4 , 145.330 

Caah ganaralBd hy Opara0ana 



<I>Bfkat)l&urfira fbr tln Yaar 

< 3 , 223189 ^ 

3 , 34^478 

AaeolBi not pnnioufllyapoitafisad 

- 

2647 

Aciiatmmshi mpad of 



Pveulous Yesfs' Oparalino Transaottofis 

{ 300 . 60 ^ 

36.712 

Apprafiftfllons chfieBd agelrat Inoaine: 

& 703.790 

7 . 842.249 

Cepttai Oawclapreerit Fund 

- 


3991779 

PiiriMum md RaaanBS 

0 , 753,940 


6 , 083 ,^ 

Coptoi EaparKRuM 

384 . 8 S 6 


1 , 002 . 2*1 

FboadAaeidseokl 

( 43 SJ 0 Q) 


( 224 . 402 ) 

C^MCheiges: 

1 , 743.707 

418.818 

bitweel paHt 

1 , 639.439 


352.667 

-EadvrriLam 

1 f!s» 439 l 


1 3926671 

Ratiniipion: 

204,358 


08,151 

- Eademoi Loans 

Orenki and Siiiaidira raoBKBd 

1 204,3581 

< 19 , 211 , 73 ^ 


L « 151.1 

( 22 , 548 , 859 ) 

Oparaeig Inoonia GradhKt pgaifHit 



-SMUtafyFinils 

436,000 

224.402 

-TiuatFindS 

- 

( 112 ) 

Non-cpsraOng Esyiandeura dsblted egalnet 



'Aocuimdatod Funds 

( 979 , 79 ^ 

( 133 , 782 ) 

- Rmraions and Raaanras 





{38,805.188) 

( 18096 , 002 ) 

{lncraeee)IDecraeee In WorWng CeptteJ 



<lnrra9eB)>nacraese In Invantaiy 

( 126 . 038 ) 

( 108 , 09 ^ 

(liiuBaa^/DBaaaHB in OdrkaB 

19647607 

( 308 , 755 ) 

brKnsaaafCDacraaa^ in OnrikMi 

1 . 731,506 

4 , 053.780 


21 . 454,386 

4 , 235.183 

tacmaBBHnTraaaa) In Lang Tonn UkfalUaa 



lx»srapad 

61751,898 

4 . 977.793 

OncfaaaaVDacraaae In Ceeh Inweetinaiita 



hnradnanta al tie Besttnntag of the Year 

10 . 1».771 

6 , 617.513 

LesK [rwaataianlseilheErWQfttveYev 

11 . 640.335 

10 . 183.771 


(1,44^584) 

(4,578,298) 

{tacraeeeyPacraaaa in Ceah emf Banfc 



Carti and 8w* Balanoa aL Iha Bas^ncfcw *» Yair 

750,087 

( 1 A 04 . 410 ) 

Lbsk Crih and Baryc Balanoe ei trn End or tie Yew 

37.484 

760.087 


71 Z 823 

(2.^,50Q) 

IL 

1 

1 



Ftnd DeteofleataotuarialvahMlian 

Rndng 



ffBe StaAa MricApal PenikifT Fund 

SM«¥VU Ngllonai PrawlMF^ 

SALAPerMlQnFund 

Froa State Mkric^ RDMdont Fuid 


3(Kiun-06 

30>lurv05 

30Jun-0S 

3 DJun 4 M 


FHnandal poitlan; eoind 


i-aaK 
Flrandd poil l on Soind 


23 


lw« PPy ouMwKartg at 30 Am aOOO : R 1 
<aiX»:ft 1,708,38^ 

PRMiikvTfbrL»ePay:R657,94ll(200& R92^5B3) 
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Tswelopele Municipality 
Notes to the Financial Statements 

/br the ygarendod 30 June 2009 


2006 2005 

R R 


24 Capital Caminilnients 


Commitnnents in reapect of capital eMpenditure; 

- Appfoved and corrtracted for 17,81 5,205 24,418,491 

- Approved but not yet contracted for 16,380,000 15,380,000 

34,195,205 39,798,491 


This expenditure will be financed ftom: 

- Intamal Sourees 868,300 1,245,000 

- ExtBmai Sources 33,326,905 38,553,491 

34,195,205 39,798,491 


25 Capital Development and Erven T rust Fund 


25.1 No intemal advancee wera made to borrowing eervioes 

26 Govenvnent Grants and Subsidles 

Equitable Share 
Central Govemment Grants 
Provincial Govemment Grants 
Grants from the District Municipality 
Health and Ambulance Subsidies 
DBSA Grant 


26.1 Equitable Share 

In terms of the Constjtution, this grarrt is utilisedtQ subsidise the provisian of 
basic services to Indigent community members and free basic water and 
electricity to the remainder of the community. AII consumers receive a 
monlhly subsidy virhich is credited to their acoounts. 

26.2 Central Govemment Grants 

26.2. 1 Skills Development Grant 

Opening Balanoe 
Current Year Recaipte 
Transferred to Income Statement 
Closing Balance 

This ^ant was utulised to defray training costs inorred by the Mumcipaiity. 
The conditions of the grant have been met and no monies have been withheld. 

26.2.2 Grantfor the Building of VIP Toilets 
Openlng Balanoe 

Transferred to lncome/Expendlture 
CloBirtg Balance 

This grant was utilised for the building of toilets in the Hoopstad area. 

The candibons of the grant have been met and no monies have beerr withheld. 


17,242,500 

9,219,210 

1,205,883 

445,873 

838,022 

740,911 

29,692,399 


20,356,237 

4,170,276 

1,072,701 

7.475,751 

1,592,221 

5,24^477 

39,909,753 


(51,651) 

(15,000) (120,617) 

66,651 68,966 

- (51,651) 


(2,954) (405,000) 

2,954 402,046 

- (2,954) 


26.2.3 Grant for the Upgrading of the Sewerage IMetwork > Tikwana and Phahameng 

(820.482) 

(361,712) 

(4,049,659) 

1,182,194 3,229,177 

- (820,482) 


This grant was utilised for the upgrading of the sewerage network in the above 
area. The conditions of the grant have been met and no monies have been 
withheld. 


Opening Balanoe 
Adiustrrrentaf Opening Balance 
Current Year Receipts 
Transferred to Rxed Assets 
Closing Balance 
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26.2.4 MIG Grant > Sewefage (Phahameng) 

Opening Balanoe 

CurretTt Year Receipts 

Transferred to lnoomfi/Expen(fiture 

Transferred to Flxad As&ets 

Closlng Balanoe - {transferred to Credltors - noto 10] 


2006 2005 

R R 


(3.851,514) 

(9.204,210) 

203,072 

6,639,338 

(6,213,314) 


(5,242,477) 

1,390,963 

(3,851,514) 


This grent was utilised fbr the upgrading of the sawefage nsftwork. 

The conditiorts of the grant have been met and no monies have been withhdd. 

26.3 Prowincial Gowemment Grante 

26.3.1 Grant for the Erection of Five High Mast Ughts 


Openirtg Balance 3,768 (240,000) 

Currerrt Year Receipts (883) 

Transfisrred to lnoofne/ExpendHure (2,885) 46,958 

Transferred to Fixed Assets <■ 191 ,600 

Transferred to CreditorB 5,010 

Closing Balanoe - 3,768 


This grant was utilised fdr the installation of high mast li^ite in TScwana. 

The conditions of the grant hawe been met and no momes have been withheld. 


26.3.2 Financal Mmagefnent Grant 

Opening Balance (250.000) 

CurTentYearRBceiptB (250,000) (250,000) 

Transferred to lnGonn/ExpendtturB 307,342 

Clostng Balance - (transfarTBd to Credltors - note 10] (192,658) (250,000) 


This grant is exdu8ively Ibr Ihe training crf personnel in the Rnanciai 
Department to enaUe them to impiemenl the Munidpal Finance Management 
AcL No monies have been wHhheld. 


26.3.3 Grant for the Purchase and Repair of Vehides and Equipment 


Opening Balance 
Currerrt Year Recelpts 
Transferrad to Inoome/E^pendilure 
Closing Balanoe 


(14,756) 

14,756 


( 200 , 000 ) 

185,244 

(14,756) 


This sraiTt was util ised to pmchne and repair vehides and equ^ent 
neceeaary fer ImpraMd aBvwtee dellvery. The ooncfltone of Itie Qpwit hawe 
bewt raet snd iw morsas haM baan wUMMid. 


26.3.4 EatoUManert Fund Grairt 


QpOTtoaariance (1,025) 

TransferradlolneoaieETawncilLf* Ijas 

Ckisng BaiwiDa - - 


Thle (parrt ma uUUaed lo dwelap iMldai OTd addraae ktonttftod tftoftDQn*ia. 

Tha eandUana of tha 9OTI hawa faaan mat and no moniaB hsMe bem withhekL 

28.3L5 IDPGtarrt 

CJperOTgliriOTca <116^611) 

TTranBfarPid ID liwoaia O p o t K fe te ie - 1161611 

Dosfeg Belanoa - - 


TTiis gpHrt «ae uillaad Ib inanoe Oni mtow of IM l(]P and ottier ariaiBd 
anpendtiiia. TheoonJtonsortiasranthOTabaBnmatOTdnoinQnlaehOTa 

ll ■■■! ■■wHlll mIi i 

DBWr WinnVKL 

2B.3L6 CaiMCllsrBuldrsGfant 

Opairii^lBteanca (116^17(9 (161JQQQ) 

TrvnfarradlolnocOTaCstoendhn 91,200 34.630 

Cloaaig Batonce-(trOTaiBrre d toCrBctttarm-nato ( 24 , 970 ) ( 116 , 171 ^ 


TMsgrant waa utllaad lo reatew 9te parfennanoe iii88KaOTNiit ayatem and 
otherpoides. The ooncltloiis oflhe gisnl htefs faeen inatand no montos hawe 
Dov? wnnnaiGi 
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Tswelopele Municipality 
Notes to the Flnanclal Statements 

fDrihBy9arancM3(>Juna2006 


2006 2005 

R R 

26.3.7 Grant fbr Tovm Ranning arxJ SurveyarTca - Tikwana 
Opening Balaroe 

Translerred to lncoine/ExpandiLJfe 
TrBnsferTBd to Erven Trust Fund 
Closing Balance 


This grant was utilised ror town planning and surveyanca of stands. 

TTre conditions of tlie grant have been nf)et and no moniea have been withhakl. 

26.3.8 Grant fbr Town Plannsig and Surveyance - Tikwana 

^sning Balance 
Current Year ReoašJts 
Transfèrred to Fucad Assets 
Closing Balanoe 


Thts grent was utilised fbr town planning and surveyanca of standsL. 

The conditions of ttie grarrt have been met and no monies have beoi withheld. 

26.3.0 Grant fbr the Upgrading of Bulk Warter Supply - Hoopstad 

C^ning Balance 
Currant Vear Reoeipts 
Transferred to Fised Asaslts 
Ciosing Balanoe 


This grant was utilised to upgrade the bulk watsr supply network in Hk)opstad. 

The conditione of the grarrt have been met and no monies have been wHhheld. 

26.3.10 Fiiancial (^nt 

Opening Balance (1^,000) 

Currant Year Reoefita 

Transfenred to lncome/Expenditure 6,122 

TransfemedtoRxedAssets 2. 

Clo&ing Balance - {trarwferred to Creditors - note 1 0) (129,878) 


This grant was utilised to punchase a fbldlng medHne. The condllions of the 
grant hava bean met and no monies have been withheld. 

26.3.11 MSIGGrant 


Opening Balance 

CurTBntYearReoejpts (734,000) 

Transferred to lncoine/Expendftufe 31 5,51 7 

Transferred to Fixed Assets 272,929 

CloongBalar»ca-(9arafQrradloCraditora-nol»10) (146.654) 


Thia gi>m wes t ftBs e d to initjpifose i nft res tniictuse. TTm oondUkms of 9ie 
gunl hflM hflMi met and no nMnies hawfl bflanadMnld. 


( 200 , 000 ) 

6,SQQ 

54,500 

(139,000) 


(284,591) 

284,591 


(221,000) (138,200) 

221,000 138,200 


(10,917) (58,900) 

2,185 47,983 

8,732 

- (10,917) 


28.4 fram Ihe Disbicft Muedfirily 

26.41 QrartfafltnD e vMopnflflitefQpofttKgii^ 

ppaninQ BMenee 

CmnlYewnsoekftft (1,875,181) 

TfflnsfBnedboFhradAtflsts ^ 1^74181 

dDfliig Bstanoe 


ThtagrantwfliiftlaedfarltHiuporaAigofapartfadHefl InbodihMms. 
TheaeiJBonecflhegranthavebainriiatflndnoraoniflihaMbean e ft t itiai d. 

26.42 QranifDrilMiPMr«eraMawaika 


Opaning Betanes 87,058 (13, 13^ 

CimftYewFhaoaipta (806,897) 

TVflmfenedtoFhoadAauta 1.086L783 

TlranJhnedfaPrQlect {26.4.3) {67.098) 

Ctaiirvarianofl - 87,058 


Tfiifl grant ewe uHflad for 6ifl poirtng er flktaweikfl bi boOr tw tMRm 
ThflocflKiticflwofltiegraiithBifebBBniiiatml no reaniBfl hoM faew’ 
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Tswelopele Municipality 
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fer ffte year ended 30 June 2006 


26.4.3 Grant far the Paving of Roads - Tikwana 
Opening Balance 

Balance transferred {Grarrt fbr the paving of Sidewalks) 

Current Year Receipts 
Trarrsferred to lncome/Expenditure 
Transferred to Fi^ed Assets 
ClQsing Balance 

TNa grant waa utiliaed for the paving of roada in the Tikwana area. 

The conditiona of the grant have been mat and no monle& have been withheld. 

26.4.4 Grant to Service Loan no. 3 - Hoopstad 

Opening Balanoe 
Current Year Receipta 
Tranaferred to lncome/Expenditure 
Closing Balance 

This grant was utilised to repay the above loan. The conditions of the grant have 
been met and no rrronies have been withheld. 

26.4.6 Grant fbr Upgrading of the Sewerage Network 

Opening Balance 
Transferred to Fi}(ed Assets 
Transferred to Capital Development Fund 
Closing Balance 

This grant was utilised for the upgrading of the sewerage network. 

The conditions of the grant have been met and no monies have been withheld. 

26.4.7 Grant for Upgrading of the Sewerage Network - Phahamerrg 

Opening Balance 
Current Year Receipts 
Transferred to Fixed Assets 
Closirtg Baiance 

This grant was utilised for the upgrading of the sewerage network. 

The conditions of the grant have been met and no monies have been withheld. 

26.4.8 Grant fbr the Installation of Straetlights - Tikwana 

Opening Balanoe 
Current Year Receipts 
Transferred to Fixed Assets 
Closing Balance 

This grarrt was utilised fbr the installation of streetlights in the Tikwana areo. 

The conditions of the grant have been met and no monies have been withheld. 


2006 2005 

R R 


357,676 

67,058 

(395,873) 

(53,929) 

5,068 


(1,438,129) 

1,795,805 

357,676 


(50,000) (50,000) 

50,000 50,000 


(24,529) 

24,529 


(54,811) 

30,282 


(24,529) 


(2,635,290) 

2,635,290 


(478,554) 

478,554 
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Tswelopele Munlclpallty 
Notes to the Financial Statements 

for tho yearended 30 June 2006 


26.5 Health and Ambulance Subsidiee 

Openlng BaJance 
Adjustment of Opening Balance 
Cunrent Yeer Recelpts 
Transferred ta Income 

Qosing Balanoe - (transfiarred to Debtors - nate 8; 

The heaith and ambulanoe services have been taken overby the Departnfrent 
of Health and the Province. The subsidies are utilised to defiey the e^penaee 
incumed by the Munidpality and for the rental of Munidpal buildings. 

26.6 DBSA Orant 


2006 2005 

R R 


825,138 

(63,048) 

(838,022) 

404,630 

328,700 


585,671 

(1,502,221) 

1,831,688 

825,138 


Opening Balance 

Cunrent Year Receipts (740.91 1 ) 

Transfsrred to lncome/Expendlture 234,724 

Transferred to Fixed Assets 339,1 15 

aosing Balanoe - (transferned to Creditors - note 101 (167,072) 


This grant W3S utilised for the upgrading of the sewerage networlt. 

The conditlons of the grant have been met and no monies have been wtthheld. 

27 Employae Relatad Costs 


Salarles 

Contributiana - UIF, Pension and Medical Aid Fund, 

Housing Subsidies 

Industrial Coundi Levies 

OtherAllowanoes 

Overtime 

Protedtive Clothing 

Travel, Subsistence and Car Allowancee 
Workmen's Campensation Commissioner 


27. 1 No actvances were made to employees. 

27.2 Remuneratian of the Munidpal Manager 
Annual Remuneration 
Perfbrmanoe Bonuses 
CarAllowanoe 

Cantributions - UIF, lUledical and Pension Funds 


27.2. 1 The Munidpal Manager was appdrrted on 17 January 20G6. 

27.3 Remuneratian of the Deputy Munidpal Manager 
Annual Remuneration 
Perfbrmanoe Bonuses 
CarAllowance 

Contributions > UIF, Medicai and Pension Funds 


27.4 Remuneration of the Chlef Financial Officer 

Annual Ramunoration 
Performanoe Boniises 
CarAllowance 

ContributiQns - UIF, Medicai and Pension Funds 


27.5 Remuneration of the Manager Corporate Services 
Annual Remuneration 
Perfbrmanoe Bonuses 
CarAllowance 

Contributjons - UIF, Medtcal and Pension Funds 


27.5. 1 The Manager Corparate Servioee was appointed on t February 2006. 


12,473,217 

12,573,808 

2,813,728 

2,782,744 

65,963 

81,371 

6,408 

4,880 

680,553 

410,134 

489,008 

377,525 

93,128 

39,169 

1,381,229 

1,359,727 

128,867 

88,016 

10,132,099 

17,717,374 


150,410 388,403 


46,037 

85,446 

22,910 

61,772 

219,357 

535,621 


294,000 278,280 

103,783 96,742 


60,258 

56,911 

458,041 

431,933 


282,000 264,000 


88,131 

85,529 

57,849 

54,045 

427,980 

403,574 


115,000 54,996 


38,800 

34,861 

24,445 

23.062 

178,245 

112,919 
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2008 2005 

R R 


27.6 RarminMatlort of Ihs Tachnleal Managar 
Annual Remunerallon 
Parforrnanoe Bonuses 
Car AlloMnnce 

Contributions - UIF, Medical and Pension Funda 


324.156 

62,259 

28,607 

415,222 


27.6.1 Tha position of Technlcal Manager was vacant during the finandal year. 


27.7 Refmineration of the hfianager Community Servioee 

Annual Remuneratlon 284,550 253,500 

Performanoe BonuBas 

CarAllowance 111,433 108,730 

Conlributions - UIF. Medical and Peneion Funds 52,029 43,344 

428,012 403,574 


28 Unaiftiiorlsed, Irragubr, Frultlafis and Wastfiful Expfindltiira 

28.1 Irregular Expenditure 


Reoonciliation of IrTegular Expanditure 
Openlng Bdance 

Irreguiar Expanditure Current Year 782,235 509,327 

Appraved or Condoned by Coundl (509,327) 

Transferred toDeUofsfbrRecovery (noteS) 

762,235 - 


taMldant 

ActtomtokM 

Ita tandera ware dhtabiad (2005). 

No tandwt fitare oblainrtd (2000). 

QbfiBkiad CouBdl Appnwal - 
CUy 84 -20ft1«6 (20069 Cotaidl 
Wrt«d<Nratad( 2009 . 


282 FkUHaeaandWwiaMEivandim 

fterMttlan ef Uhadliartaad E^NHim 
OperBig De l e woe 

RvMaaeand WMtaAd EwiendhnCiaienl Vaar 

A piau we J orCgiidoriedbyCeurici 

TrawBlWie H tpDdhlg»>tar fl ao Q weiY(rMte8) 


20 


tacktara 

AddDneiafcart 

kdBreei prtkt. fWiee end taota feee (200^ 
Lagal aetttemaiè (200^ 

Obtakied CouKl Appraeal (2009). 

COUKl 

taiMUwd ewarted (200^ 


281 Gonbtwttona hs OtiiantaBd UkbI GawarraiMnt 


Opor*igBatance 
OoutiEl Subaoriplana 
Amouit pakt - Cunertk Year 
CkMing Betama 


20,000 


».000 


8408 


38927 

(28027) 


8800 


202 AutMFPea 


Op8r*ig P aj a n ce 

AudiFe»-CurrantYèaf( P ffc w irton) 

AnMunt pakjAMikn taocfc - f^unoit Yaar 

Amourt piM - nirtMOUrt Y«ar 

Cfcirang DitancM - iKdiJdad ta nrtHMons (nabi 0) 


517,392 481, OU 

OaOPOO 517,392 

100,409 (76,409 

(817,801) (412JS94) 

9«JOOO 517,392 


29L3 W 




(1^79» 


203.1 HieAQveflgwvrapieaaidaltwrMtanaimtrtfUATairipidandVBATIirtiut 
leceiiHiie. NotaiVATrahrMehrtvrtbrteneebmilliidonthedurtdata, 


(383.944) 



Notos to ttw Fliwnciil Stotomente 

Ar 0» jfMramM JO JhiM 2008 


R R 

39.4 

Opankig BfllanoB 

LMlM^aMranlYaar 4S^ 40,959 

Aimiunipaki-CwrMtYiBV [48,295) (40,9581 

Cloakig Bolanaa ~ - 


39.5 PAYEonckUF 

QpininB B)rfanca 47JsaT KTOt 

P8nalOa<iLK8»n8-OiBranlYw (1.621.699) (1.690.283) 

Aimiirtpaid-GwrartYaar 1.0161261 1.723L069 

aoaiiieBOano»-liidiiOadin(M9lar»(rwlBO> 43.929 47.607 


206 Rwwtot Fund and H B fcd AM Fund Paducion a 
Qpankig Bdonoa 

Pa^Oadiiflbortt«ndC4unclCorikl>L«ona-CVi^ 8368312 8798322 

AmowftpaM-CmntYMr (8368312) (8798322) 

CkMlno Bdonea - - 


29.7 Cflundlafa^ArnBarGonatinerAfieaunli 


llraaiMaMrTtacifiratelca W T g CoiiTdfcMiiraraci U kaandkif 
aB)raran± • 


taoa ttan 90daya 


OutObraiclns 

racrelisT90dBTS 


Gflincilar MM Snyor 
GouncilarFTMatowlo 


8197 8197 

4.727 4.727 


30Jurw2006 


CoundlflrMMSnyar 

CflundlarFTMatihQlo 
CoLMidlcir NE i^iira(Ma> 
CMjidlar SD Rnra 

CoiMidlar DE UFlioate (lyto 

Cflundlar TE Tltearra (Mo) 


4.B62 

4.963 

064 

654 

1.356 

1.366 

14)62 

14 » 

1,168 

1,166 

8246 

8246 


29.8 Nbn-eenaOanaswllTtlrakkBTidpai nnaneoManaswmantAfll 

298.1 ChaptarT. Bodkm 93(lXcm 

Tte aarMtao cMwiy aricl taudBat intearnantaOcai ptei WH nOt anNrirad I 9 
ltra niM y u itetf!ii26dafmaftararaM »JM i u ad qf Iho tiuclBBt 

2882 Chtete^T Sodkn 93(lXcXi) 

T)Mi«TriiBri porfcnnraics iVeaTientaQf (tiDiiiwtidpd mraMBor ond M 
araite iriraiaerasrMr* net fionducM. 

2883 Chtetar 7. Sactwn 63(2) 

Tlrantayordd notraportiha fclura to oppnwa Iwaandoodakrary ond taidfcai 
knpfcrnanMion pfcn and ik approra and a| 0 n dia partafTRanoa aynpanwKK. 
2984 Chapior7. Sacbon 63(3K«) and(t4 

Sv^doa doteary tsigata, prafcnnanoainAGatDraandpaitarTnaiioaaonMnianoo 
win» nol madt pUfelc. 

2885 Clipptar8S«ettana9(3) 

TTra acsQQiMTlkig dllcir dd ncit iiidiT8 a droft lonlcra dMrary ancl buctgat 
IfrptensntaiiHi pter and prafciTfianfii ogiaaiiMnta lo Ihs niapcir. 

2888 Ch^aor 8 Sadkn 75 

Tte acwciiMittag ollire iM ncd cltefcY Ihs cicwiMiMnta iwpanKl In traina or ttls 

■flOkn cn Iw rasbfcto of tei rnurtdpMdtf • 

288.7 ChaptarlZ8aOHcMT 127(2) 

TlifliiiHfcr dd nol: tOUa ths ranuai rapocl of Iw rHunkfcNfcty. 

2888 ChaptarlZ SadkMTl27(3Xi4aidg6 

Tte ntayra lid rrOt aidiift a rarittan fBafcnraiim adtaiB Qut Itei rflBaaaa far 
taiuifl IB autate thfl ramuM rapart 

2889 Chtetar 18 Seoaon 127(9 

Tha aoQOwiting ofttoar dd nflt pitaliciw tha annuM raport and dd iwt 
Mtamlt dw npoit ta tw AudhorOanariL 
29810 Chopior 18 Sadfcn 130(1) 

NP maaino waa hold oiHh dw puUc V ony fligans oT ottta «tth wgard lo ilw 
simuaiiapait 
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Tswelopele Municipality 


Financial Statements Appendix A 

for the year ended 30 June 2006 


Statutory Funds and Provisions 



Balance 

Contributions 

Interest 

Other Income 
& Adjustments 

Expenditure 

Balance 


01.07.2005 

2006 

2006 

2006 

2006 

30.06.2006 


R 

R 

R 

R 

R 

R 

Statutory Funds 

Capital Development Fund 

4 420 748 

. 

430 859 

24 529 

(242 225) 

4 633 911 

Erven Trust Fund 

3 245 231 

- 

316 290 

443 732 

(337 574) 

3 667 679 


7 665 979 

747 149 

468 261 

(579 799) 

8 301 590 


Provisions 

Audit Fees 

Audit Fees Adj Previous Years 

517 392 

580 000 

- 

100 409 

(617 801) 

479 591 

100 409 

Audit Fees 

517 392 

580 000 

- 

100 409 

(617 801) 

580 000 

Accrued Leave Pay 

1 708 353 

657 940 

- 

- 

(466 231) 

1 900 062 

Sub Total 

2 225 745 

1 237 940 

- 

100 409 

(1 084 032) 

2 480 062 

Bad Debts 

31 330 208 

5 516 000 

- 

- 

(23 188 058) 

13 658 150 


100 409 (24 272 090) 16 138 212 


33 555 953 


6 753 940 
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APPENDIX B; EX1ERNAL LDANS 
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APPENDIXC: 


ANALY9S OF HXED ASSE15 


Tswelopele Municipality 


Financial Statements 

for the year ended 30 June 2006 


Appendix C 


Analysis of Fixed Assets 

Expenditure Service 
2005 


Balance at Expenditure Redeemed, 

01.07.2005 2006 Transferred or 

Written-off 

2006 

R R R 


Balance at 
30.06.2006 


24 949 286 

Rates and General Services 

74 089 441 

5 835 287 

Community Services 

39 222 929 

- 

Ambulance - Phahameng 

102 171 

178 200 

Administration 

378 556 

(31 000) 

Town Land 

1 670 250 

- 

Creche 

39 480 

- 

Council Property 

380 694 

44 929 

Camps and Pound - Bultfontein 

96 530 

5 920 

Camps and Pound - Hoopstad 

347 199 

11 146 

City and Community Hall - Bultfontein 

593 425 

- 

City and Community Hall - Hoopstad 

983 984 

- 

Civil Protection 

6 486 

- 

Communal Land 

105 138 

50 598 

Parks and Cemetries - Bultfontein 

603 866 

- 

Parks and Cemetries - Hoopstad 

116 549 

568 939 

Public Buildings and Equipment 

3 207 826 

1 804 310 

Public Works - Bultfontein 

11 576 199 

1 011 734 

Public Works - Hoopstad 

12 587 975 

717 561 

Sports Grounds - Bultfontein 

1 713 856 

1 441 950 

Sports Grounds - Hoopstad 

2 160 283 

- 

Swimming Pool - Bultfontein 

77 917 

31 000 

Unsold Erven - Hoopstad 

948 921 

- 

Planning - Hoopstad 

153 259 

- 

Unsold Houses - Phahameng 

289 289 


Unsold Stands - Bultfontein 

36 510 

- 

Unsold Stands - Phahameng 

1 046 566 

. 

Subsidised Services 

580 169 

- 

Clinic - Bultfontein 

269 281 

- 

Clinic - Phahameng 

226 596 

- 

Fire Brigade - Bultfontein 

14 463 

- 

Fire Brigade - Hoopstad 

17 472 

- 

Health 

21 220 

- 

Library - Hoopstad 

28 365 

- 

Library - Bultfontein 

2 772 

19 113 999 

Economic Services 

34 286 343 

- 

Development 

19 438 

- 

Refuse 

358 523 

14 628 849 

Sewerage - Bultfontein 

21 183 996 

4 485 150 

Sewerage - Hoopstad 

11 422 944 

- 

Water Bourne Sewerage 

1 301 442 


17 084 004 
2 881 966 


125 172 


29 224 

30 796 


15 674 
15 674 
522 257 
771 983 
1 150 186 


21000 


200 000 


14 202 038 


10 045 906 
4 156 132 


479 553 
331 384 


78 000 


18 500 

102 171 
77 213 


55 500 


140 142 


106 584 
33 558 


8 027 


8 027 


24 949 286 Balance c/f 


74 089 441 


17 084 004 


479 553 


90 

693 

892 

41 

773 

511 


102 

171 


378 

556 

1 

717 

422 


39 

480 


380 

694 


96 

530 


347 

199 


622 

649 

1 

014 

780 


6 

486 


105 

138 


601 

040 


132 

223 

3 

627 

912 

12 

270 

969 

13 

738 

161 

1 

713 

856 

2 

160 

283 


77 

917 


914 

421 


153 

259 


289 

289 


36 

510 

1 

246 

566 


440 

027 


162 

697 


193 

038 


14 

463 


17 

472 


21 

220 


28 

365 


2 

772 

48 

480 

354 


11 

411 


358 

523 

31 

229 

902 

15 

579 

076 

1 

301 

442 

90 

693 

892 
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Tswelopele Municjpality 


Flnanclal Statements 

ferffw jweodKf 30 .Am 2006 


AnalyBls of Flnd Aia uts (cmttlitiied) 


Expaffidllivtt G«fvi« 
20QS 


R 


Balanceat 

01.07.2GG6 


R 


Es^panditure RsckMNnad, 

2006 TraiafBrred or 
WtiltBfVoff 
2006 

R R 


Balanca at 

30 .aeL 2 oa 6 


R 


24,949,286 Bakmoebir 


74,089,441 17,064,004 


479,553 90,m,6^ 


TRKling Servfces 
Abettolr 

Badricay-BiilfDrtflin 
Bedricty - Hoopslad 
Farmino 
GamsFandno 
VVètm - Bultfontdri 
warer - Hoopstao 


TotalFbcedAseetS 106,921,706 20,272,691 492,607 126,701,690 


999,934 


482,253 

191,800 


325,881 


3^032,266 3,166,687 


^,240 


- 

2,362,267 


2,61^749 

1,668.655 


147,492 

361565 


- 

124.325 


- 

15,652,iQ2 


107,003 

12,033,751 


261,443 


12,964 36,007,996 


- 


^.240 

10,274 


5,024,762 

- 


2,018,147 

- 


361,565 

- 


124,325 

2,680 


15,756,745 

- 


12,295,194 


Less: Loans Redeemed and 
olher Capltal RMelpts 
Loans Re dflflma d and Advances Paid 
CQntriwfonfl ex Opflrafing 

Aeset not previousiy capfialised 
Loans redeenred and lraridarrixi 
OtherSources 
ContrtMjfiorisfrorTi Fimds 
Contariiiifiarm fram Gdvmnment srrd 
Didrjct Munic6)elity 
RevaliMldcn 
Granls 


4,967,TO5 NetFlaedAsaetS 5,606,563 10,165,417 - 15,772,000 


20,961.325 

66,150 

1015,266 

1002,^1 

2,447 

a900 

130,000 

19,769,907 


101,316,123 10,107.274 492,607 110,929,600 


451,436 

13,924,776 


204,386 

384,656 


236,500 

(73356) 


419,302 

14373966 

13924,778 


384,656 


166,144 


- 





(238.500) 


14379.S6B 

5,274,949 

1,151.965 


339,115 

428,093 


128,228 


5,465,836 

1,580,048 

79,783,846 

28,600 

699,561 


6.753844 


135,034 

63,101 


88,390,656 

28,600 

633460 
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4.14 APPENDIXD: ANALY9SOFOPERAHNG INCOMEAND 
EKPENDnURE 

Tswelopele Municipality 


Financiai Statements 

for the year ended 30 June 2006 


Analysls of Operatlng Income and Expendlture 


Actual Actual 

2005 2006 

R R 


Income 


22,548,859 

Grants and Subsidies 

19,211,736 

20,356,237 

- Central Government 

17,242.500 

1,831,688 

- Provincial Govemment 

1,919,236 

360,934 

-Other 

50,000 

19,502,308 

Operating Income 

19,346,950 

2,446,850 

- Assessment Rates 

3,128,152 

6,185,469 

- Sale of Electricity 

6,065,994 

3,356,484 

- SaleofWater 

2,883,944 

7,513,505 

- Other Services and Charges 

7,268,860 




42,051,167 

Expenditure 

38,558,686 

17,263,120 

Salaries, Wages and Allowances 

17,562,105 

9,828,929 

General Expenses: 

10,912,235 

4,429,949 

- Purchase of Electridty 

4,553,041 

581,392 

- Purchase of Water 

321,628 

4,817,588 

- Other General Expenses 

6,037,566 

2,865,550 

Repairs & Maintenance & Fuel 

3,590,391 

1,002,920 

Contributions to Fixed Assets 

384,856 

393,733 

Capital Charges 

1,742,963 

7,350.440 

Contributions 

7,590,135 

38,710,692 


41,782,685 


Appendbc D 


Budget 

2006 

R 


17,416,900 

17.242,000 

124,900 

50,000 


22,619,800 

3.075.000 

6.600.000 

4,300,000 
8,644,800 


40,036,700 


18,558,000 

9.306.700 

4,495,000 

650.000 

4.161.700 
3,450,200 

868,300 

457.000 
7,391,500 


40,031,700 
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4.15 APPENDIX E: DEIAILH) INCOME SIAIEMENT 
Tswalopele Municipality 



'7 


Financiai Statamenfs 

t 6 rth 9 yearended 30 June 200 d 


App8fidfxE 


Detalled Income Statement 


42^1,168 


38710,682 


3,340,476 Totol 


38,668,688 


41.782,TO 


35,712 


3,376,188 

789.142 

4,145,330 


Approprtaflons for the Year (See nole 16) 
Net Sunrius/tDefict) for ttie Yesr 
AcKumiieied 8urfA«: Beglrv>ing oftte 
Accunnulaiacl SurfAJs: End of the Yeer 


{3723.899) 

(300,566) 

{3,524,565) 

4.145.330 

620.765 


Actial 

hocNme 

2006 

Acflial 

ExpendAuie 

2005 

SurpluBf 

{Defictt) 

2005 


Actual 

tecome 

2006 

Actual 

Expen(fltuia 

2006 

SuipkJB/ 

(Dafidt) 

2006 

Budgeted 

Surplua/ 

(Defictt) 

2006 

R 

R 

R 


R 

R 

R 

R 

26,703706 

27,161748 

1,541,660 

Ratee and General Servlcoe 

24784738 

29730,112 

(4,945774) 

P, 125,000) 

16783,720 

14,710744 

1,073,076 

Comimmity Servicee 

9,663732 

15794715 

{5,411,(}83) 

(3,999,000) 

2,677,900 

634,346 

431 

2,133 

100,679 

123,827 

71.377 

34,406 

11,154,071 

784,348 


1,568,787 

125,208 

1,175,323 

2,074,423 

21 

993,537 

2,433,945 

100.444 

75.769 

641,247 

3760,119 

1767,473 

784.348 


1769,113 

509,138 

(1.175,323) 

{2,073,992} 

2,112 

(692.058) 

(2,310,118) 

(29,067) 

(75.788) 

(606,838) 

7,703,852 

(1,267.473) 

Asseesment Rales 

Campe 

Convnuntty Servioee 

CoundTs General Aocount 

Licencee 

Parks and Cemetriee 

Pii)llcWM& 

Propertiee 

SporteGioundB 

TownHal 

T<wn TreasuiBr 

Munfdpal Manager 
weifafe 

3,128,152 

484,380 

126,058 

149,419 

1,804 

86,380 

212,025 

58.454 

62.500 

4760738 

309,571 

903,051 


702,800 
127,728 
1,305, W 
3,160,610 

1,076,639 

2,693,105 

117.964 

27.373 

759,703 

3,020,673 

1,389,172 

903,051 


2,425,362 

356.652 

(1.179.639) 

(3.011,191) 

1.804 

(990759) 

^,481,080) 

(68710) 

(27,373) 

(697,203) 

1,339,965 

(1,089,601) 


2,714,000 

268700 

(1.109.000) 

(2.107.000) 

(1.199.000) 

(2.956.000) 
(31,000) 

(100,000) 

(769,000) 

2,420,600 

(1.132.000) 

2,460709 

2,147,975 

312,834 

Subsldisad Servlcas 

991.591 

718,890 

272.701 


1,831769 

153,456 

475,664 


1,518,866 

153,456 

475784 


312,834 

Heatth 

FireBHgade 

Lfciary 

404,630 

116,526 

470,435 


131,929 

116,526 

470,435 


272.701 


- 

10,458,779 

10,303.029 

155.750 

Ecoffiomic Sarviooe 

13.400,815 

13718.707 

193.106 

874,000 

3,525.520 

6.933.259 


3.4«t,751 

6.840278 


62,768 

92.961 

Refiiee Remowal 

Sewerage 

4.693.763 

8L7ia052 


4724,717 

8.591.990 


69,046 

124,062 


606.000 

266.000 

13,347,860 

11,548.044 

1.790.816 

Tradiiig Servicee 

14773748 

12752773 

1,721775 

3,130,000 

7.678,064 

114.350 

5.554,546 


0837798 

4.711.045 


840,965 

114.350 

843.501 

Bectridty 

Game Fenring 

WWer 

8,439,872 

86,350 

5.747.626 


7,582,486 

4,970.067 


857,386 

68.350 

777730 


2.024.000 
100.000 

1.006.000 


5l000 
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4.16 APPENDIXF SIAHSnCALINPORMAHON 

Tswelopele Munldpallty 


Statistical Information Appendni f 

forfhey9arended30June2006 


General Statistics 


2006 

2005 

i) Population 


64.684 

64,684 

ii) Valuation of Properly : Rateable 

Land 

ImprovementB 

R12.031.580 

R1 60, 61 1,960 

R12,031,580 
R160,61 1,980 

Valuation of Property : Non Rateable 

Land 

Improvements 

R10,441,052 

R38.448,050 

R10,441,052 

R38,448,050 

lli) Date of Valuatlon 


1996/1997 

1996/1997 

iv) Nimber of Stands - Re»dential and Commercial 

8,968 

8,968 

v) Assessment Rate on Land: Bultfbntein 

Hoopstad 


R 0.3600 

R 0.0793 

R 0.3270 
R 0.0721 

AsseBsment Rate on Improvements: Hoopetad / R 

R0.99 

R0.90 

vQ Number of Employees 


203 

200 

vli) Area (Town Land) 


5 780ha 

5 760ha 


Electrlclty StatMlcs 

i) Units purchased (kWh) 

ii) Unitssold 

iii) Units lost in Distribution 

Iv) Percentage Loss In DistilbLittDn 

v) Cost per Unit sold 

vi) Inoome per Unft sold 


22,251,467 

23,911,249 

20,532,016 

20,689,601 

1,719,449 

3,021,648 

8% 

13% 

RQ.22 

R0.27 

R0.30 

R0.30 


Water StatistJcs 
i) Units purchased (kl) 

11) Units sold (M) 

iii) Units lost in Distribution 

iv) Peicentage Ijoss in Distribution 

v) Cosi per Unit sold 


1,804,681 

2,551,510 

1,633,791 

2,217,282 

171,090 

334,228 

9% 

13% 

R0.20 

R1.36 

R1.77 

R1.52 


vO Income per Unit sold 



4.17 REPORrOFlHEAUDnOR-GENERALlO IHECOUNCILON FACIUAL 
HNDINGSON PERPORMANCE MEASUREMENTATISIABOPELE 
MUNIC IPALJIY PORIHE YEAR ENDED 30 J UNE 2006 


1. ASSGNMENT 

The compilation, presentation and publishing of performance measurements 
and the implementation, management and intemal control of supporting 
systems, are the responsibility of the accounting officer. 

Asrequired by section 45(b) ofthe Local Govemment: Municipal SystemsAct, 
2000 (Act No. 32 of 2000) my responsibility is to provide an assessment of the 
controls implemented by the accounting officerto develop and manage the 
municipality’s performance management system, my role is not to assess or 
comment on the municipality'sactual performance . 


2. NAIUREANDSCOPE 

I have performed the proceduresagreed upon and described below regarding 
the performance measurement system of Tswelopele Municipality. fhe 
assignment was undertaken in accordance with the Intemational Standard on 
Related Services (ISRS 4400) applicable to agreed upon procedunes 
engagements 

fhe procedures were performed solely to evaluate the controls implemented 
and managed by the accounting officer regarding the municipality's 
/■ performance measurementsystem againstthe criteria setoutin: 

■ chapter6of the Municipal SystemsAct, 2000; 

- the Local Govemment: Municipal Planning and Performance Management 
Regulations, 2001 (No. R. 796) 

Ihe prvcedures performed during ourassgnment were based on the high-level 
overvlew checkllstcompleted by the accounting ofHcerand included a review of 
the following aspects: 

1. Developmentofan integrated development plan 

2. Developmentofa performance managementsydtem 

3. Development and implementation ofkey performance indicators 

4. Setting oftargetsforkeyperformance indicators 

5. Actual service delivety process 

6. Intemal monitoring of performance measurements 

7. Intemal control ofthe performance managementsystem 

8. Performance measurement and reporting 

9. Revison ofstrategiesand objectives 
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3. RVCIUALHNDINGS 

I neport myfindingsbelow: 

3.1 Integiated developmentplan 

Contrary to the stipulations of Section 26 (g) of the Municipal SystemsAct, 2000 
the municipality's integrated development plan does not reflect any disaster 
management plans and itcould not be established ifthe municipality has any 
disastermanagement plans. 

3.2 Perfbimance managementsysbem 

Evidence that a perfoimance management system was developed, adopted 
and implemented as required in teims of section 40 of the Municipal Systems 
Act, 2000 could not be submitted forthe period under review. Cognisance is 
howevertaken that the Tswelopele Municipality hasembarked on a processto 
implement a performance management system by adopting a performance 
management policy and by preparing a planning frameworkdocument. 

3.3 Key perfbimance indicatDis and perfbimance laigets 

Evidence that key performance indicators and measurable performance 
targets were set as required by section 41 of the Municipal Systems Act, 2000 
could notbe obtained. 

Regulation 9 of the Performance Regulations require that key perfomnance 
indicators must be set for all the municipality's administrative units, employees 
and every service provider with whom the municipality entered into a service 
delivery agreement. Intermsof regulation 12 ofthe Performance Regulationsa 
performance target set must measure the efficiency, effectiveness, quality and 
impact of the performance of the municipality, administrative component, 
structure, body or person for whom the target has been set. Evidence that 
performance targets have been set to measure the efficiency, effectiveness, 
quality and impact of the performance for all role-players, as required, could 
not be submitted. / 

3.4 Actual seivice deliveiy and iintemal monHDiing 

Contrary to the stipulationsof section 41(1) (c) and (d) of the Municipal Systems 
Actand regulation IBofthe Performance Regulations- 

• a formally documented proces^framework for the monitoring, 
measurement and review of performance by staff as well as service 
providershave not been developed, adopted and implemented; 

• performance of staff as well asservice providersduring the actual service 
delivery processhave not been tracked; and 

• continuous monitoring and comparing of their actual and targeted 
progresshave notbeen done. 
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3.5 Intemal conbDl 


/MA 



Contrary to the stipulationsof section 45 of the Municipal SystemsAct, 2000 and 
regulation 14ofthe Perfoimance Regulations- 

• no evidence that the intemal auditors appointed during the financial year 
underreview conducted any auditson the resultsof perfomnance measures 
as part of the municipality's intemal auditing process could be obtained; 
and 

• no minutes of meetings of the audit committee established in the financial 
yea r 2004-05 could besubmitted. 

3.6 Perfbtmance measutementand tepotting 

An annual performance report as required in terms of section 46 of the 
Municipal SystemsAct, 2000 could not be submitted atthe time the audit was 
finalised. 


3.7 Revision of sbategies and objectives 

Exceptforthe integrated development plan, evidence could not be submitted 
that strategies and objectives of the municipality have been revised in 
accordance with the review of the performance of the municipality. Contrary 
to the stipulations regulation 13(1) and (4) of the Performance Regulations 
evidence could also not be submitted that the municipality established 
mechanismsto monitorand review itsperformance managementsystem. 







SmTB^EMT 

Because the above proceduresdo not constitute eitheran auditora review 
made in accordance with Intemational Standardson Auditing orlntemational 
standards on Review Engagements, I do not express any assurance on the 
performance measurementsasat 30J une 2006. 

Had I performed additional procedures or had I performed an audit or review 
of the performance measurement in accordance with Intemational Standards 
on Auditing or Intemational standardson review engagements other matters 
mighthave cometo myattentionthatwould have been reported to you. 

Thisreport relatesonly to the purpose setforth in the first paragraph ofthisreport 
and does not extend to the financial statements of Tswelopele Municipality, 
taken asa whole. 
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5. APPRECIAHON 


The assistance rendered by the staff of Tswelopele Municipality durlng the 
assignment issincerely appreciated. 



/br Aud ito r-G e ne ra I 
Bloemfontein 
11 December2006 


AUDITOR-GENERAL 
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4.18 REPORTOFlHEAUDnOR-GENERALIO COUNCILON IHE HNANCIAL 

S1A1EMEN1S OFISUUEIOPEIE MUNIC II^UIY FORIHE YEAR ENDED 30 J UNE 
2006AND'IHECORRECHVEAC'nON/ S1AKEN0R10 BE1AKENBY1HE 
ACCOUmiNG omcER 


1. AUDrTASSIGNMENr 

fhe financial statements as set out on pages 60 to 80 for the year ended 30 
J une 2006, have been audited in terms of section 188 of the Constitution of the 
Republic of South Africa, 1996, read with sections4 and 20 of the Public Audit 
Act, 2004 (Act No. 25 of 2004) and section 126 of the Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003) (MFMA).These financial statements 
are the responsibility of the accounting officer. My responsibility isto expressan 
opinion on these financial statements, based on the audit. 


2. SCOPE 

fhe audit wasconducted in accordance with the Intemational Standardson 
Auditing read with General Notice 1512 of 2006, issued in Govemment Gaiette 
no. 29326 of 27 October2006. fhose standards require that I plan and perform 
the auditto obtain reasonable assurance thatthe financial statementsare free 
of material misstatement. 

An audit includes: 

- examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements 

■ assessing the accounting principles used and significant estimates made 

^ bymanagement 

■ evaluating the overall financial statement presentation. 

I believe thatthe audit providesa reasonable basisformy opinion. 


3. BASSOFACCOUNHNG 

fhe municipality's policy is to prepare the financial statements on the entity 
specific basis of accounting as described in accounting policy no. 1 in the 
financial statements 


4 . QUAUHCA'nON 


Accumulated suiplus 

As policies and procedures were not adhered to the accumulated surplus is 
overstated with R383 622. The understatement relatesto the following: 

• Inadequate provision was made for waterfeesthat were notpaid during 
the 2005-06 fina nc ia I yearresulting in an overstatement of R188 497. 
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Ma nagement C ommenls 

Atthe yearend we were in the possession of a statement fnom the Department 
of Water Affairs for water soid to ourHoopstad division. This account showed a 
cnedit baiance ofR 31 013.71 asat30June 2006. 

At the time of the compiiation of the financiai statements the oniy avaiiabie 
account for Buitfontein wasdated 28 February 2006. We thenefone deemed it 
necessary to pnovide forthe outstanding accountsforthe nemainderof the year. 
An amountofR 171 356.28 waspnovided in this nespect. The pnovision wasbased 
on the accounts for the thnee months Decemben untii February 2006 and 
extended fora fourmonth period. We aiso companed the totai expenditune of 
waterpunchasesfonthe cument yearwith the figune of the pneviousyean. Since it 
wasa dryyearand waternestrictionswene enfonced fona numberof monthsthe 
expenditune appeaned to be in iine. 

Afterthe financiai statementswene finaiized accountsdated 27 September2006 
wene neceived forwaterpunchasesforthe Buitfontein anea that itamounted to 
R 107 153.20 and forthe Hoopstad anea amounted to R 376 224.77 (R 407 238.48 
iess cnedit R 31 013.71). fhe over pnovision for Buitfontein amounted to R 64 
203.08. 

An investigation of the Hoopstad account neveaied the foiiowing: 

- fhe account isfonthe period 01/04/05 untii 31/08/06, 

- The consumption forsevenai monthswasthe same i.e. November, December 
2005 a nd J a nua ry 2006, 

- Nothing was biiied for Manch 2006 - it appeaned that the consumption for 
Manch wasinciuded inAprii2006 

- The genenai impnession isthatthe figunesane iangely estimated. 

■nil date of this neport we have not neceived an account fon the waten 
consumption of Bultfontein fonManch 2006. Fnom the above it appears that the 
accountsof WaterAffairsane in a neal mess. 

We ane disputing the accountfonHoopstad/Bultfontein. 

At yearend we had no otheroption than the one we have followed, namely to 
pnovide for outstanding water consumption at Bultfontein and accepting the 
information pnovided by Water Affairs for the year ending 30 J une 2006 as 
correct. 

• No pnovision wasmade for bonuses amounting to FG44 486 nesulting in an 
overstatement. 

Ma nagement C ommenls 

The pnovision forleave pay includespnovision forbonuses. 

• Various shortcomings identified in the calculation of the leave pnovision 
resulting in an understatementof R149 361. 


Thisresulted in the understatement of creditors, pnovisionsand debtorswith R213 
923, R195 125 and R25 426 respectively at 30 J une 2006. 
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Ma nagement C ommenls 

Notice istaken ofthe auditquery. The matterwiii be investigated and rectified. 

5. QUAUREDAUDfrOPINION 

In my opinion, exceptforthe effectonthe financiai statements of the matters 
referred to in the preceding paragraph, the financiai statements present fairly, 
in aii materiai respects, the financiai position of the entity at 30J une 2006 and 
the resuits of its operations and cash flows for the year then ended, in 
accordance with the basis of accounting determined bythe National Treasury 
of South Africa, as described in accounting policy no. 1 to the financial 
statements, and in the mannerrequired bythe MFMA. 



6. EMPHASS OF MATIER 

Without further qualifying the audit opinion, attention is drawn to the following 
matters: 

6.1 Hnancial managementand weaknesses in intemal conbol 
(a) Assets 

Section 63(1) of MFMA requires that an accounting officer of a municipality is 
responsible forthe management ofthe assetsofthe municipality, including the 
safeguarding and the maintenance of thereof. Contrary to thissection: 

• Proofcould notbe obtained thata physicalassetcountwasperfoimed at 
year-end, subsequently surplusesand deficiencies in thisregard could not 
be verified; 

Ma nagement C ommenls 

Our personnel confirmed that an asset count was actually done. The 
responsible officialsdid however not sign the prescribed certificate asproof of 
the count. 

• Room inventory lists were notupdated forthe financial yearunderreview; 

Ma nagement C ommenls 

The room inventory listshave now been prepared and will be displayed in every 
room/ office. 

• Information required for the physical identification of fixed assets for 
Hoopstad and Bultfontein were not included on the asset register. 


Ma nagement C ommenls 

Management iscurrently investigating the introduction of the barcode system 
for the identification of assets. fhe DBSA has been approached for the 
necessary funding of the system. The recommendationsof the AG will however 
be followed. 
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Council approval for assets written-off during the financial year under 
review amounting to R116 693 could not be submitted foraudit purposes 




Ma nagement C omments 

Ihe above matter will be tabled at a council meeting that will be held on 
07.02.21 and the necessary approvals will be submitted. 

This isan indication that, where good financial management discipline, such as 
conducting regularasset counts, is not in place, management run a risk of not 
being able to properly accountforimportantassetsin itsbusiness. 

(b) Raud prevention and risk management 

To enable good financial management, management of the municipality is 
required to properly analyse financial risk at account balance level and 
implement appropriate controlsto minimise these risks. The municipality did not 
conduct a foimal risk assessment during the year under review and 
subsequently a fraud prevention plan wasnot implemented in orderto combat, 
detect and prevent fraud, corruption, favouritism, unfairand irregular practices 
within the municipality. 

Ma nagement C ommenls 

The above matterwill be tabled at a council meeting and the necessary 
approvalswill be submitted. 

(c) SUpply chainmanagement(SCM) 

In termsof paragraph 16 of the municipal SCM regulations, aspublished in the 
govemmentgazette no. 27636 dated 30May2005and paragraph 12 ofthe 
municipality'sSCM policy at leastthree written orverbal quotationsshould be 
obtained forpurchasesof R1 OOOand more. Contrary to this, expenditure 
amounting to R548 501 wasincurred where lessthanthe required number of 
q uota tio ns wa s o bta ined . 

Ma nagement C ommenls 

It is not always possible to invite the minimum number of quotations as some 
suppliers are sole suppliers of goods and services; some suppliers are too distant 
to render it cost effective and at times the urgency of matters dictate a 
deviation from the normal. Management however always tries to comply with 
the policy. The recommendationsof the AG will be followed. 

(i) Contrary to paragraph 13 of the municipal SCM regulations evidence 
could notbe submitted forpaymentsamounting to R797 890that: 

• authorisations were obtained for tax clearance certificates by the 
municipality; and 

• natural persons, stakeholders, shareholders or managers of the 
suppliersare not employeesof the state orhave not been employees 
of the state in the pasttwelve months. 
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(iii) A tender/contract registeror recond containing the detaii of the tender 
processesfoiiowed couid not be obtained, it wasthusnot possibie to: 

• evaiuate the tenderprocessesfoiiowed; 

• to verify the compietenessof tenderprocessesfoiiowed; and 

• evaiuate the progressof contractsawarded. 

Ma nagement C omments 

The recommendationsof the AG wiii be foiiowed. 

(iv) A retention registerfor projects undertaken by the municipaiity couid not 
be submitted foraudit purposesand it wasthusnot possibie to estabiish 
the totai amount of retention money reconded in the municipaiity's 
financiai records. 

The above shortcomings aii reiate to management's inabiiity to timeously 
create the right environment for good intemai controi and financiai 
management. 

Ma nagement C ommenls 

Printouts of the registers kept in eiectronic format together with supporting 
documentation is now avaiiabie and wiii be submitted on request. Copies of 
these wiii be kept in a perma nent fiie. 


(d) ComputerinibnTiationsysbems 

Adequate generai controis surrounding the information systems of the 
municipaiity to ensure the effective and continuous operation of the data- 
processing function was not in piace. This, amongst others, inciudes inadequate 
job descriptions and duty sheets, the iack of a functioning IT steering 
committee, inadequate segregation of duties, antivirus definitions not being 
updated on a regular basis and no formal procedure regarding the installation 
of software on computers. 

Ma nagement C omments 

The recommendationsof the AG will be followed 

(e) Possible conflictof inteiest 

Without negatively reflecting on the professionalism of the firm involved a 
possible lackof independence and segregation of duties were noted in respect 
of the functions performed in respect of financial management at the 
municipality. A contracted auditfirm was responsible forthe following functions 
relating to the 2005-06 fina nc ia I year: 

• Performance of MSTwork; 

• Preparation ofthe financial statements; 

• Intemal auditfunction; and 

• A partner from the same audit firm was appointed as chairperson of the 
audit committee ofthe municipality. 
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Ma nagement C ommenls 

The setvices of the MST wene terminated on 30 September 2005. Councii 
however decided to commission the same firm of independent pubiic 
accountants and auditorsto perform inter aiias the functions mentioned in this 
ietter. Since the financiai statementsare independentiy audited by the office of 
the AG and in the iight of the high standards set by this firm, councii does not 
deem the services rendered by this independent firm to constitute a confiict of 
interest. 

6.2 Mattets in public inteiest 
(a) Distribution losses 

(i) The distribution iossesforwaterat Hoopstad and eiectricity at Buitfontein 
are considered to be exceptionaiiy high at 10.45% and 11.48% 
respectiveiy. Based on the statisticai information provided inappendixF 
to the financiai statements, the cost of distribution iosses for water at 
Hoopstad and eiectricity at Buitfontein amounted to F120116 and 
R301 914 respectively. 

Ma nagement C ommenls 

Council hasembarked on a program to minimise electricity losses. As a first 
step the meters for intemal distribution will be examined and replaced if 
necessary. fhereafter monthly reconciliations of electricity bought and 
distributed will be done. Unexplained difference will be followed up. Currently 
council monthly scnjtinises the accounts of individual consumers for significant 
deviations which are then investigated. 

(ii) A difference of 619643 kl water consumed was identified between the 
invoices obtained from the Department of Water Affairs and Forestry 
(1461600 kl) and the physical meter readings recorded in the 
municipality's pump register (842157 kl). fhis difference could not be 
explained by the municipality and is currently under investigation. 
Should the units consumed according to the Department of Water 
Affairs and Forestry be used, the calculated percentage loss in 
distribution as disclosed in appendix F to the financial statements would 
increase from 9%to 47.21% 

(iii) Accountswere not received from the Department of Water Affairs and 
Forestry with regard to Hoopstad's water consumption forthe financial 
year under review. Units consumed were estimated by the municipality 
as 962724 kl forthe period IJ uly 2005 to 30 J une 2006. Consequently the 
correctness of calculations and the margin (mark-up) in percentage 
terms between bulk purchases and gross revenue could not be verified 
asactual unitspurchased were not available. 

Thisshortcoming isdirectly attributable to management's inability to implement 
and maintain a basic control system that affects a major portion of the 
municipality'sservice delivery system. 
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Ma nagement C ommenls 

Atthe yearend we wete in the possession of a statementfrom the Department 
of Water Affairsforwatersoid to ourHoopstad division. This account showed a 
credit baiance of R 31 013.71 (attached piease find a copy of the statement) 
asat 30 J une 2006. 

At the time of the compiiation of the financiai statements the oniy avaiiabie 
account for Buitfontein wasdated 28 February 2006. We therefore deemed it 
necessary to provide for the outstanding accounts for the remainder of the 
year. An amount of R 171 356.28 was provided in this respect. fhe provision 
wasbased on the accountsforthe three months Decemberuntil February 2006 
and extended for a four month period. We also compared the total 
expenditure of water purchases for the current year with the figure of the 
previousyear. Since itwasa dryyearand waterrestrictionswere enforced fora 
numberof monthsthe expenditure appeared to be in line. 

After the financial statements were finalized accounts dated 27 September 
2006 weie received for water purchasesforthe Bultfontein area itamounted 
to R 107 153.20 and forthe Hoopstad area it amounted to R 376 224.77 (R 407 
238.48 lesscredit 

R 31 013.71). The overprovision forBultfontein amounted to R 64 203.08. 

An investigation ofthe Hoopstad account revealed the following: 

Ihe account isforthe period 01/04/05 until 31/08/06, 

Ihe consumption for several months was the same i.e. November, 
December2005 and J anuary 2006, 

Nothing was billed for March 2006 - it appeared that the consumption for 
March wasincluded inApril2006 

Ihe general impression isthatthe figuresare largely estimated. 

1111 date of this report we have not received an account for the water 
consumption of Bultfontein forMarch 2006. From the above it appearsthatthe 
accountsof WaterAffairsare in a real mess. 

We are disputing the account for Hoopstad/Bultfontein. Attached please find 
copiesof correspondence in thisregard. 

Atyearend we had no otheroption than the one we have followed, namely 
to provide foroutstanding waterconsumption at Bultfontein and accepting the 
information provided by WaterAffairsforthe yearending 
30J une 2006 ascorrect. 

(b) Imegular, fruKlessand wasbeful expendituie 

The following possible irtegular, fruitlessand wasteful expenditure isdisclosed in 
note 26 to the financial statements: 

• Supporting documentation to indicate compliance with tender 
regulationsforexpenditure amounting to R782 236 that was not submitted 
foraudit purposes. 
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Ma nagement C ommerrts 

Notice istaken of the audit query. fhe recommendationsof the auditor- 
genenai wiii be foiiowed infuture. 

• A payment of R20 000 was made to a iegai fitm forthe settiement of a 
iabourdispute. 

This irreguiar expenditure resuited from poiiciesand procedures that were not 
foiiowed. 

Ma nagement C ommenls 

■fhe recommendationsof the AG wiii be foiiowed. 

6.3 Non-compliance with lavusand legulations 

fhe matters iisted beiow, resuit from a iack of appropriateiy documented and 
approved poiicy and procedure framework to ensure compiiance with aii 
reievant iawsand reguiations 

(a) MFMA 

fhe annuai reportfor 2004-05 financiai year was not tabied timeously in councii 
as required in terms of section 127(2) of the MFMA. fhe oversight report 
containing councii's comments on the annuai report as required in terms of 
section 129 of the MFMA isthus notyet avaiiabie. 

Ma nagement C omments 

Tsweiopeie Municipaiity iscurrentiy in processof drafting an annuai reportthat 
wiii be tabied to the Councii. fhe recommendation of the Auditor- Generai wiii 
be foiiowed. 

(b) Munic ipa I Systems 

• Contrary to section 57(1) of the Locai Govemment Municipai Systems Act, 
2000 (Act No. 32 of 2000) evidence that performance agreementsfor both 
the municipai managerand the senior managers directiy reporting to him 
were in piace forthe 2005-06 fina nc ia i yearcouid not be submitted. 

Ma nagement C omments 

New performance contractshave been entered into between the municipai 
managerand section 57 managers. Ihiswasregrettabiyoniy done afteryear 
end. 

• Contraryto section 74ofthe Municipai Systems Act, (ActNo. 32of2000)the 
municipaiity did not adopt and impiement a tariff poiicy on the ievying of 
fees for municipai services provided by the municipaiity itseif or by way of 
service deiivery agreements which compiieswith the provisions of this Act, 
the MFMAand any otherappiicabie iegislation. 


100 


TSWELOPELE LOCAL 


MUNICjf’ALIT^IImudl report 2005-2006 y 



Ma nagement C ommenls 

Council hasembarked on a pnocessto develop the necessary policiesin this 
regand. 



(c) Uhemploymentlnsuiance ContributionsAct 

Contrary to section 4(l)(a) of the Unemployment Insurance Contributions Act, 
2002 (Act No. 4 of 2002) UIF was not contributed for various employees working 
more than 24 hoursa month. 


Ma nagement C ommenls 

The matterwillbe investigated and rectified. 'fhe recommendationsof the AG 
will be followed. 


(d) Environmental Conseivation Act 

Evidence that a permit was issued to operate the land fill site in Bultfontein as 
required in terms of section 20(1) of the Environmental Conservation Act, 1989 
(Act No. 73 of 1989) could not be submitted. 

Ma nagement C ommenls 

Council hasasked forthe necessary application forms. 

(e) BasisConditionsof Senrices 

The municipality's current human resource policy stipulates that stand-by 
allowances should be calculated as an hour’s wage for every week day and 
Saturday that is not a public holiday during which the employee were available 
on stand-by duty. This is contrary to Govemment Gazette dated 1 J uly 1994 
and regulations set by the Industrial Council, which requires that stand-by 
allowances for stand-by duty performed on a week day and Saturday that is 
nota public holidayto be calculated atan hourand a halfsrate. 

Ma nagement C ommenls 

We adhered to a collective agreement. The recommendationsof the AG will 
be followed where applicable. 

(f) Vaiue Added Tax Act (VAI) 

Contrary to sections 20(4) and 21(3) of the Value Added Tax Act, 1991 all VAT 
invoices for R3 000 and higher should indicate both the VAT numbers of the 
supplier and the receiver of goods and services. Although the municipality 
claimed input VATthe VATnumber of the municipality did not appear on the 
supplierinvoicesamounting to R391 190. 
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Ma nagement C omments 

Care will be taken to prevent a re-occurrence of the above in future 


7. lAlEHNAUSAHONOFlHEAUDrTREPORT 

In termsof section 126(3)(b) of the MFMA I am requited to submit my reportto 
the accounting officer within three months of the receipt of the financiai 
statements. In the interest of improving accountabiiity and due to the process 
impiemented by me to ensure consistency in the manner in which materiai 
audit findings are repoited i have deiayed the finaiisation of my reportsto no 
iaterthan 22 December2006 where the financiai statement in question were 
received by 31 August2006. 


8. APPRECIAHON 

The assistance rendered bythe staff of municipaiity during the audit is sincereiy 
appreciated. 



Signed bvyN.G. McCarthy 
fon Auditor-Generai 



Bioemfontein 
11 December2006 



AUDITOR-GENERA.L 
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4.19 REPORTOFlHEAUDnOR-GENERALIO'IHECOUNCILON FACIUALHNDINGSON 
PERPORMANCE MEASUREMENTAnSUUElOPELE MUNICIPALJ1Y PORIHE YEARENDED 
30 J UNE 2006 AND IHE CORRECHVE ACHON / S1AKEN ORIO BE 1AKEN EY IHE 
ACCOUNHNG omcER 


1. ASSGNMENT 

The compilation, presentation and publishing of performance measurements 
and the implementation, management and intemal control of supporting 
systems, are the responsibility of the accounting officer. 

Asrequired by section 45(b) ofthe Local Govemment: Municipal SystemsAct, 
2000 (Act No. 32 of 2000) my responsibility is to provide an assessment of the 
controls implemented by the accounting officerto develop and manage the 
municipality’s performance management system, my role is not to assess or 
comment on the municipality'sactual perfoimance . 


2. NA1UREANDSCOPE 

I have performed the proceduresagreed upon and described below regarding 
the performance measurement system of Tswelopele Municipality. fhe 
assignment was undertaken in accordance with the Intemational Standard on 
Related Services (ISRS 4400) applicable to agreed upon procedures 
engagements 

The procedures were performed solely to evaluate the controls implemented 
and managed by the accounting officer regarding the municipality's 
performance measurement system againstthe criteria setoutin: 

■ chapterOof the Municipal SystemsAct, 2000; 

■ the Local Govemment: Municipal Planning and Performance Management 
Regulations, 2001 (No. R. 796) 

7he proceduresperformed during ourassgnment were based on the high-level 
overview checklist completed bythe accounting ofricerand inciuded a review 
ofthe foiiowing aspects: 

1. Deveiopmentof an integrated deveiopment plan 

2. Developmentofa performance managementsystem 

3. Development and implementation ofkey performance indicators 

4. Setting oftargetsforkey performance indicators 

5. Actual service delivery process 

6. Intemal monitoring ofperformance measurements 

7. Intemal controi ofthe performance managementsystem 

8. Performance measurementand reporting 

9. Revision ofstrategiesand objectives 
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3. RVCIUALHNDINGS 

I nepoit my findings below: 


3.1 Integiated developmentplan 

Contrary to the stipulations of Section 26 (g) of the Municipal SystemsAct, 2000 
the municipality's integrated development plan does not reflect any disaster 
management plans and itcould not be established ifthe municipality has any 
disastermanagement plans. 

Management C ommenls 

Disaster management was allocated to the district municipality and is not the 
function of the local municipality anymore. 

3.2 Perfbnnance managementsysbem 

Evidence that a performance management system was developed, adopted 
and implemented as required in terms of section 40 of the Municipal Systems 
Act, 2000 could not be submitted forthe period under review. Cognisance is 
howevertaken that the Tswelopele Municipality hasembarked on a processto 
implement a performance management system by adopting a performance 
management policy and bypreparinga planning frameworkdocument. 

3.3 Key peifoimance indicatois and peifoimance taigets 

Evidence that key performance indicators and measurable performance 
tangets were set as required by section 41 of the Municipal Systems Act, 2000 
could not be obtained. 

Regulation 9 of the Performance Regulations require that key performance 
indicators must be set for all the municipality's administrative units, employees 
and every service previder with whom the municipality entered into a service 
delivery agreement. Intermsof regulation 12 ofthe Performance Regulationsa 
performance target set must measure the efficiency, effectiveness, quality and 
impact of the performance of the municipality, administrative component, 
stnjcture, body or person for whom the target has been set. Evidence that 
performance targets have been set to measure the efficiency, effectiveness, 
quality and impact of the performance for all role-players, as required, could 
not be submitted. 

Management C ommenls 

fhis matter was rectified with the review of the performance management 
contractsof managers. This wasregrettably only done afteryearend. 

3.4 Actoal seivice deliveiy and intemal monitoring 

Contrary to the stipulationsof section 41(1) (c) and (d) of the Municipal Systems 
Actand regulation IBofthe Performance Regulations- 

• a formally documented pnoces^framework for the monitoring, 
measurement and teview of performance by staff as well as service 
pnovidetshave not been developed, adopted and implemented; 
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• performance of staff as well assetvlce provldersduring the actual servlce 
dellvery processhave not been tracked; and 

• contlnuous monitoring and comparing of their actual and tatgeted 
progress have not been done. 

Ma nagement C omments 

Thiswill be attended to during the currentfinancial year. 

3.5 Intemal conbol 

Contrary to the stipulationsof section 45 of the Municipal SystemsAct, 2000 and 
regulation 14ofthe Perfotmance Regulations- 

• no evidence that the internal auditots appointed duting the financial year 
under review conducted any auditson the resultsof perfomnance measutes 
as part of the municipality's internal auditing process could be obtained; 
and 

• no minutes of meetings of the audit committee established in the financial 
yea r 2004-05 could be submitted. 

Management C ommerrts 

Thismatterwill be rectified during the current financial yearasthe teview ofthe 
petformance management conttactsof managerswas rectified but regrettably 
only afteryearend. 

3.6 Peifoimance measuiementand lepoiting 

An annual performance report as tequired in terms of section 46 of the 
Municipal SystemsAct, 2000 could not be submitted atthe time the audit was 
finalised. 

Management C ommenls 

A report will be prepared and adopted asrequited in due time. 

3.7 Revisionofsliategiesand objectives 

Exceptforthe integrated development plan, evidence could not be submitted 
that strategies and objectives of the municipality have been tevised in 
accordance with the teview of the performance of the municipality. Contrary 
to the stipulations regulation 13(1) and (4) of the Performance Regulations 
evidence could also not be submitted that the municipality established 
mechanismsto monitorand review itsperformance managementsystem. 

Management C ommerrts 

The IDP review process is currently being finalised. Revision at strategies will be 
done as soon asthe performance management system is fully implemented 
and functioning. 
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4 SIATEMEm' 

Because the above procedures do not constitute eitheran auditora review 
made in accordance with Intemational Standardson Auditing orlntemational 
standards on Review Engagements, I do not express any assurance on the 
performance measurementsasat 30J une 2006. 

Had I performed additional proceduresorhad I performed an audit orreview 
of the performance measurement in accordance with Intemational Standards 
on Auditing or Intemational standards on review engagements other matters 
might have come to my attention that would have been reported to you. 

Thisreport relatesonly to the purpose setforth in the first paragraph of thisreport 
and does not extend to the financial statements of Tswelopele Municipality, 
taken asa whole. 

5. APPRECIAHON 

The assistance rendered by the staff of Tswelopele Municipality during the 
assignment issincerely appreciated. 



Sgned bv N.G. McCarthy 
for Aud ito r-G e ne ra I 


Bloemfontein 


11 December2006 



AUDITOR-GENERAL 
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Ac lonyms 


AG 

AuditorGeneral (Fnee State) 

BUO 

Bultfontein 

CPO 

Chief Financial Officer 

Cllr 

Councillor 

CMIP 

Consolidated Municipal Infnastructune Grant 

DBSA 

Development Bankof South Africa 

DIGH 

Departmentof LocalGovemmentand Housing (Fnee State) 

imAF 

Depaitmentof WaterAffairsand Forestry 

EXCO 

Executive Committee 

F5 

Fnee State 

HP51D 

Hoopstad 

HR 

Human Resounces 

Kl 

Kilo Litnes 

KVUH 

Kilo Watt Hours 

IDP 

Integrated Development Plan 

IM1A 

Institute forMunicipalTreasunersand Accountants 

rr 

Information Technology 

L£D 

Local Economic Development 

LDM 

Lejweleputswa District Municipality 

L^SEIA 

Local Govemment SectorTraining Authority 

MFMA 

Municipal Finance Management Act, Act 56 of 2003 

MIG 

Municipal Infrastructune Grant 

Msr 

Management SupportTeam 

NHBRC 

National Home BuildersRegistration Council 

PCC 

Pnovincial Co-ordinating Committee (Fnee State) 

PGDS 

Pnovincial Growth and DevelopmentStrategy 

PHAH 

Phahameng 

PHP 

People'sHousing Pnocess 

P|EC 

PnovincialJ ob Evaluation Committee 

PMS 

Performance Management System 

SALA 

South African Local Authority Pension Fund 

SAMVUU 

South African Municipal Workers Union 

SCM 

SupplyChain Management 

SDF 

Spatial Development Framework 

SMME 

Small, Medium and Micno Enterprise 

HKW 

Tikwana 

VAT 

Value Added Tax 
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